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UNITED STATES INTERNATIONAL TRADE COMMISSION

Investigation No. 731-TA-725 (Final)

MANGANESE SULFATE FROM THE PEOPLE’S REPUBLIC OF CHINA

D o

On the basis of the record’ developed in the subject investigation, the Commission unanimously
determines, pursuant to section 735(b) of the Tariff Act of 1930 (19 U.S.C. § 1673d(b)) (the Act), that an
industry in the United States is not materially injured or threatened with material injury, and the
establishment of an industry in the United States is not materially retarded, by reason of imports from the
People’s Republic of China (China) of manganese sulfate, provided for in subheading 2833.29.50 of the
Harmonized Tariff Schedule of the United States, that have been found by the Department of Commerce
to be sold in the United States at less than fair value (LTFV).?

Background

The Commission instituted this investigation effective May 11, 1995, following a preliminary
determination by the Department of Commerce that imports of manganese sulfate from China were being
sold at LTFV within the meaning of section 733(b) of the Act (19 U.S.C. § 1673b(b)). The petition in this
investigation was filed on November 30, 1994, prior to the effective date of the Uruguay Round
Agreements Act. Thus, this investigation was subject to the substantive and procedural rules of the Tariff
Act of 1930 as it existed prior to the Uruguay Round Agreements Act.> Notice of the institution of the
Commission's investigation and of a public hearing to be held in connection therewith was given by posting
copies of the notice in the Office of the Secretary, U.S. International Trade Commission, Washington,
DC, and by publishing the notice in the Federal Register of May 24, 1995 (60 F.R. 27555). The hearing
was held in Washington, DC, on October 3, 1995, and all persons who requested the opportunity were
permitted to appear in person or by counsel.

! The record is defined in sec. 207.2(f) of the Commission's Rules of Practice and Procedure (19 CFR § 207.2().

2 The product covered by this investigation is manganese sulfate, including manganese sulfate monohydrate
(MnSO,®H,0) and any other forms, whether or not hydrated, without regard to form, shape, or size, the addition of
other elements, the presence of other elements as impurities, and/or the method of manufacture.

3 See P.L. 103-465, approved December 8, 1994, 108 Stat. 4809, at §291.
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VIEWS OF THE COMMISSION

Based on the record in this final investigation, we unanimously determine that the industry in
the United States producing manganese sulfate is neither materially injured, nor threatened with
material injury, by reason of imports from the People’s Republic of China that are sold in the United
States at less than fair value ("LTFV").' 2

L DEFINITION OF LIKE PRODUCT AND DOMESTIC INDUSTRY

A. Like Product

In determining whether an industry in the United States is materially injured or threatened with
material injury by reason of the subject imports, the Commission first defines the "like product” and
the "domestic industry."® Section 771(4)(A) of the Tariff Act of 1930 ("the Act"), as amended,
defines the relevant industry as the "domestic producers as a whole of a like product, or those
producers whose collective output of the like product constitutes a major proportion of the total
domestic production of that product. . . ."* In turn, the statute defines "like product” as: "a product
which is like, or in the absence of like, most similar in characteristics and uses with, the article
subject to an investigation. . . ."* The Commission’s decision regarding the appropriate like
product(s) in an investigation is a factual determination, and the Commission has applied the statutory
standard of "like" or "most similar in characteristics and uses" on a case-by-case basis.® No single
factor is dispositive, and the Commission may consider other factors relevant to a particular
investigation. The Commission looks for clear dividing lines among possible like products, and
disregards minor variations.’

The imported merchandise subject to this investigation has been defined by the Department of
Commerce as:

! Whether the establishment of an industry in the United States is materially retarded is not an issue in this
investigation. '

2 The petition in this investigation was filed prior to the effective date of the Uruguay Round Agreements Act
("URAA"). This investigation, thus, remains subject to the substantive and procedural rules of the pre-existing
law. See P.L. 103-465, approved Dec. 8, 1994, 108 Stat. 4809, at § 291.

3 19 U.S.C. § 1677(4)(A).

4 19 U.S.C. § 1677(4)(A).

5 19 U.S.C. § 1677(10).

¢ See, e.g., Nippon Steel Corp. v. United States, Slip Op. 95-57 at 11 (Ct. Int’l Trade, Apr. 3, 1995);
Torrington Co. v. United States, 747 F. Supp. 744, 749 n.3 (Ct. Int’l Trade 1990), aff’d, 938 F.2d 1278 (Fed.
Cir. 1991) ("every like product determination *must be made on the particular record at issue’ and the "unique
facts of each case’"). In analyzing like product issues, the Commission generally considers a number of factors
including: (1) physical characteristics and uses; (2) interchangeability; (3) channels of distribution; (4) customer
and producer perceptions of the products; (5) common manufacturing facilities, production processes and
production employees; and, where appropriate, (6) price. See Calabrian Corp. v. United States, 794 F. Supp.
377, 382 n.4 (Ct. Int’l Trade 1992).

7 Torrington, 747 F. Supp. at 748-49.



manganese sulfate, including manganese sulfate monohydrate, and any other forms
whether or not hydrated, without regard to form, shape or size, the addition of other
elements, the presence of other elements as impurities, and/or the method of
manufacture.®

In our preliminary investigation, we found one like product, consisting of all manganese sulfate.” No
new evidence persuades us to alter our determination in this final investigation. No party has
objected in this final investigation to that definition of the like product. :

Manganese sulfate is an inorganic chemical which is principally used as a source of manganese,
an essential element required in small amounts by both plants and animals.”® Manganese sulfate is
produced and sold in three basic forms: large granular, fine granular, and powder.” The various
forms of manganese sulfate are identical in chemical composition, sharing the same relative
manganese content and solubility.”? The primary difference is that the powder is quicker to dissolve
due to its smaller particle size and, therefore, is more conducive to use in animal feed. In contrast,
manganese sulfate granules are more practical for use in fertilizers where greater size and durability
are required for blending purposes.®

Channels of distribution for powder and granular forms of manganese sulfate are the same. In
both instances most sales appear to be made to distributors or purchasers, such as blenders or

& 60 Fed. Reg. 52155 (Oct. 5, 1995).

® Manganese Sulfate from the People’s Republic of China, Inv. No. 731-TA-725 (Preliminary), USITC Pub.
2848 (January 1995).

10 Agricultural and animal-feed applications for manganese sulfate account for the preponderance of the
market for this chemical. CR at II-2; PR at II-2.

' Both powder and granules are made from a manganese sulfate slurry by spraying and drying in the case of
powder and by partial drying and granulating in the case of granules. CR at I-16, PR at I-9. For liquid
applications, where rapid dissolving is preferred, generally either the powder or fine granular form is used.

2 The products sold by the two principal domestic producers, American MicroTrace Corp.("AMT"), the
petitioner, and AlliedSignal, Inc. ("Allied"), differ slightly with respect to their relative manganese content and
the solubility of the manganese that they contain. AMT’s product is 29 percent manganese sulfate and has a
solubility of 96 percent, compared to Allied’s product which is 32 percent manganese sulfate and 100 percent
soluble. CR at I4, PR at I-3.

13 Powders are more difficult to use in dry mixtures because the smaller particled powders tend to separate
from the other ingredients in the mix making even distribution more difficult. The fine granular manganese
sulfate may have the widest range of uses because it is small enough to dissolve easily, but retains a particle
size large enough to be blended with other materials and yet remain dispersed. Conference Transcript at 54-55.

4 There are several other manganese compounds, including manganous oxide and manganese sucrate, that
while chemically and physically different from manganese sulfate can apparently be substituted to a limited
degree for manganese sulfate for use in fertilizers, in particular. CR at I-14-15, PR at I-8. The very low
solubility of manganous oxide, however, would require significantly larger quantities to provide the same
amount of manganese. The record indicates none of the domestic producers of manganese sulfate produces the
other manganese compounds. Based on the limited actual interchangeability of these other manganese
compounds, their different chemical and physical properties, and the lack of any common production facilities,
we find that they are not like manganese sulfate.



premixers, that perform the function of distributors.’® Consequently, the channels of distribution
overlap to a substantial degree. ,

Although the manufacturing processes used by Allied and AMT are different, each
manufacturer respectively produces all of its manganese sulfate using the same production plant and
employees and all forms of the product are derived from the same sulfate slurry.

We find one like product, manganese sulfate, in this investigation based on common
chemistries and physical characteristics, largely similar end uses, channels of distribution, production
processes, facilities, and employees.

B. Domestic Industry

Based on the definition of the like product in these investigations, we further determine that the
domestic industry consists of all U.S. producers of manganese sulfate. These are the petitioner AMT,
Allied," and Eagle Picher Industries, a toll producer.’® In accordance with our general practice,
we include in the industry producers of all domestic production of the like product, including that
which is captively consumed or produced under a tolling arrangement. 1

Although AMT requested the Commission to exclude Allied from the domestic industry on the
basis that Allied produces manganese sulfate as a coproduct of anisic aldehyde, and that Allied’s
inclusion in the industry might arguably obscure any material injury by reason of the subject
merchandise,®? we have declined to do so.** Allied’s production of manganese sulfate as a
coproduct of its production of anisic aldehyde is not sufficient to exclude it from the domestic

15 For animal feed use, U.S. producers sell manganese sulfate to premixers, who mix the manganese sulfate
with other micronutrients to make customized blends that are then sold directly to large animal feed
manufacturers. For fertilizer use, manganese sulfate manufacturers generally sell to regional distributors that
sell the product to regional fertilizer blenders. CR at I-11-12; PR at I-5.

16 CR at I-16-18 ; PR at I-9. Some product was produced by Eagle Picher pursuant to a tolling agreement
with Allied.

17 Koch Chemical Co. produced manganese sulfate until the end of 1992 when ownership of its Pittsburg;
Kansas, plant was transferred to Allied.

¥ During the period examined, Eagle Picher produced granular manganese sulfate for Allied pursuant to a
tolling agreement. Eagle Picher’s production-related activity appears to have been a significant operation ***.
Compare Eagle Picher’s cost of goods sold with those of Allied and Koch. CR at Appendix E, Tables E-1 and
E-2; PR at Appendix E, Tables E-1-E-2. ‘

19 See Fresh Garlic from the People’s Republic of China, Inv. No. 731-TA-683 (Final), USITC Pub. 2825 at
I-14 & n.67 (Nov. 1994). We note that the Commission generally has considered toll producers that engage in
sufficient production-related activity to be part of the domestic industry. See Ferrovanadium and Nitrated
Vanadium from Russia, Inv. No. 731-TA-702 (Final), USITC Pub. 2904 (June 1994) at 1-9.

® See Petitioner’s Prehearing Brief at 2-3, 4 n.2.

2 The Commission frequently has rejected arguments that it should exclude certain producers from the
industry because their data are arguably anomalous compared to the rest of the industry. See, e.g., Certain
Brass Sheet and Strip from Japan and the Netherlands, Inv. No. 731-TA-379-380, USITC Pub. 2099 (July
1988) at 10-11, n.21 (domestic producer with restructuring expenses), aff’d, Metallverken Nederland B.V. v.
United States, 728 F. Supp. 730, 736 (Ct. Int’l Trade 1989).

5



industry.? Indeed, the Court of International Trade has held that the Commission is not required
either to conduct its analysis of the industry on a disaggregated basis or by looking at less than all
producers.? We do find, however, that the nature of Allied’s production of manganese sulfate is a
relevant condition of competition for this industry that we consider below.

II. CONDITION OF THE DOMESTIC INDUSTRY

In assessing whether the domestic industry is materially injured or threatened with material
injury by reason of LTFV imports, we consider all relevant economic factors that bear on the state of
the industry in the United States.* These factors include output, sales, inventories, capacity
utilization, market share, employment, wages, productivity, profits, cash flow, return on investment,
ability to raise capital, and research and development. No single factor is dispositive and all relevant
factors are considered "within the context of the business cycle and conditions of competition that are
distinctive to the affected industry."?

There are several pertinent conditions of competition distinctive to the domestic manganese
sulfate industry. First, manganese sulfate is chiefly used in fertilizer and animal feed.”® The
demand for manganese sulfate is thus derived from the demand for those fertilizer and animal feed
products.” The markets for animal feed and fertilizer are relatively mature with only modest
growth.? Consequently, the demand for manganese sulfate is also relatively stable.

Second, while we consider the condition of the domestic industry as a whole,” we note that
Allied’s production of manganese sulfate is a coproduct of anisic aldehyde, and Allied’s revenues
from manganese sulfate are small relative to its revenue from anisic aldehyde production.®
Accordingly, Allied’s manganese sulfate production schedule and production volume are determined
by Allied’s manufacture of anisic aldehyde. Allied’s production of manganese sulfate, therefore, is
affected differently by market forces than the other principal domestic producer of manganese sulfate.

Z See generally, Sandvik AB v. United States, 721 F. Supp. 1322, 1330 (Ct. Int’l Trade 1989) ("ITC may
only exclude data from a member of the industry if that member is a related party within the meaning of 19
U.S.C. § 1677(4)(B) and the ITC has determined that *appropriate circumstances’ existed to exclude the data.").

B Saarstahl v. United States, 858 F. Supp. 196, 202 (Ct. Int’l Trade 1994); Copperweld Corp. v. United
States, 682 F. Supp. 552, 569 (Ct. Int’l Trade 1988).

# 19 U.S.C. § 1677(T)(C)(iii).

¥ 19 U.S.C. § 1677(7)(C)(iii). There is no evidence of a business cycle distinctive to the domestic
manganese sulfate industry.

% CR atI-2, PR atI-2. .

7 To some degree the seasonal nature of fertilizer requirements results in a concentration of larger shipments
of manganese sulfate during periods of cultivation and a stockpiling of manganese sulfate production in
anticipation of growing seasons.

Z CR at IV-8, PR at IV-6.

B See e.g., Saarstahl v. United States, 858 F. Supp. 196, 202 (Ct. Int’l Trade 1994); Certain Calcium
Aluminate Cement and Cement Clinker from France, Inv. No. 731-TA-645 (Final), USITC Pub. 2772 (May
1994) at I-11.

% CR at II4, PR at II-2.



Specifically, a substantial portion of the industry’s production, i.e., Allied’s, may be less susceptible
to any potential effects of the subject imports.*

The third condition of competition that we have considered is that non-subject imports from
Mexico have held a substantial share of apparent consumption in the United States throughout the
period of investigation. Imports of manganese sulfate from Mexico accounted for approximately *okok
percent of apparent domestic consumption in both 1992 and 1993.%

We discuss the condition of the industry for calendar years 1992-1994 based on data from the
domestic industry as a whole, with the exception of financial data. Although Allied submitted
shipment, production, and pricing information for the entire period of investigation, financial data
supplied by Allied were largely unusable.® Thus, our consideration of the industry’s financial
condition was primarily limited to the financial data that the petitioner provided.*

The period of investig’ation. was characterized by very modest increases in U.S. consumption of
manganese sulfate. The quantity of apparent U.S. consumption declined slightly from 1992 to 1993
from 23,374 metric tons to 23,060 metric tons, then rose to 23,799 metric tons in 1994.%° Apparent
consumption continued to increase modestly from 13,656 metric tons in interim 1994 to 14,382
metric tons in interim 1995.% In terms of value, however, apparent consumption declined steadily
from $11.15 million in 1992 to $10.63 million in 1994.5 Apparent consumption rebounded from
$6.10 million in interim 1994 to $6.60 million in interim 1995.%

The quantity of the domestic industry’s U.S. shipments declined marginally from 1992 to
1994.® The value of shipments by the domestic industry followed a similar trend, declining
between 1992 and 1993 before partially recovering in 1994.%

31 Allied accounted for approximately *** of domestic production in 1994. Table III-1, CR at III-5; PR at
II-2. In July 1995, Allied and AMT entered into a contract wherein AMT will purchase all of Allied’s
coproduct and process the coproduct into finished forms of manganese sulfate. The contract results in AMT
becoming the principal domestic producer of manganese sulfate.

2 Table IV-3, CR at IV-12, PR at IV-7.

3 Allied provided the Commission with financial data concerning its production of manganese sulfate. The
data that Allied provided, however, were deficient due to reasons connected with the transfer of ownership of
Allied’s plant from Koch to Allied in 1993 and the nature of Allied’s accounting with respect to coproduction of
manganese sulfate. CR at VI-5, PR at VI-2.

% While Eagle Picher provided otherwise usable financial data regarding the processing that it performed in
its tolling operations, such data accounted for only a portion of the production of manganese sulfate granules as
Eagle Picher ***. CR at VI-1, PR at VI-1.

35 Table IV-2, CR at IV-9; PR at IV-5.

% 1d.

37 By value, consumption declined by 4.6 percent from 1992 to 1994. Table IV-2, CR at IV-9, PR at IV-5.
Consumption increased by 1.8 percent between 1992 and 1994. 1d.

® 1d.

® The quantity of such shipments decreased from *** metric tons between 1992 and 1993, before recovering
to *** metric tons in 1994. Table III-2, CR at III-8, PR at III-3. Domestic producer shipments increased
between the interim periods from *** metric tons. Id. '

% The value of domestic shipments fell from *** million between 1992 and 1993, before partially recovering
to *** million in 1994. Improvement in the value of domestic shipments continued in the interim period of
1995 as shipments increased from *** million. Table IV-2, CR atIV-9, PR at IV-5.
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Domestic production of manganese sulfate increased throughout the period of investigation.*
Domestic producers’ production capacity also increased throughout the period of investigation.*
Capacity utilization by the domestic industry remained relatively stable throughout the period of
investigation despite substantial increases in capacity.” U.S. producers’ inventories increased
substantially, from 1992 to 1994, and again in interim 1995 compared to interim 1994.4

The number of production and related workers, and the hours worked by such workers, were
generally stable during the period of investigation, although they increased somewhat in 1993.%
Total compensation paid rose from 1992 to 1994, but declined marginally in the interim period
comparison.* Productivity increased from 1992 to 1994 and also increased in the interim period
comparison.*’

Our analysis of industry financial performance is limited to the data of the petitioner, which we
estimate accounted for approximately *** percent of domestic production and sales during the period
of investigation.®® Domestic industry sales revenues *** between 1993 and 1994 before *** in
1995. Net sales revenue *** from interim 1994 to interim 1995. The *** in net sales value in
1994 and in interim 1995 is a reflection of *** sales volume, as unit sales value *** during both
periods.® The limited financial data the industry provided reveal that gross profits *** throughout
the period, however, as the unit cost of goods sold *** 3 ‘

4 Production quantity increased from *** metric tons in 1992 to *** metric tons in 1994 and continued to
increase from *** metric tons in interim 1994 to *** metric tons in interim 1995. Table III-1, CR at III-5, PR
at ITI-2.

4 Table III-1, CR at III-5, PR at I[I-2. Capacity increased from *** metric tons in 1992 to *** metric tons
in 1994, or by approximately *** percent and continued to increase from *¥* to *¥* metric tons between
interim periods in 1994 and 1995.

% Capacity utilization declined from *** percent to *** percent between 1992 and 1993, before recovering to
*** percent in 1994. Utilization continued to improve slightly between the interim periods from *¥* to %*
percent. Id.

“ Domestic producer inventories increased from *** metric tons from 1992 to 1993 before increasing further
to *** metric tons in 1994. Inventories in interim 1995 increased to *** metric tons from *¥* metric tons in
1994. Table HI-3, CR at III-9, PR at ITT4.

4 Table T4, CR at ITI-11, PR at'5. Production and related workers increased from 20 to 21 between 1992
and 1993 and then remained at that level in 1994. Hours worked increased from 39,000 in 1993 to 44,000 in
1994, before declining slightly from interim 1994 to interim 1995.

% Total compensation increased by 14.7 percent from 1992 to 1994, and was 4.8 percent lower in interim
1995 than interim 1994. Table III-4, CR at III-11, PR at III-5.

4 Table III-4, CR at I1I-12, PR at I1I-5. Productivity improved from *** metric tons per 1,000 work hours
in 1992 to *** metric tons per 1,000 work hours in 1994. Productivity continued to increase in the interim
periods from *** tons per 1,000 work hours in 1994 to *** tons per 1,000 work hours in 1995.

“  As previously stated, Allied’s financial data were unusable. The petitioner’s financial data are based on
fiscal years ending on June 30.

4 Table VI-2, CR at VI-3, PR at IV-2. Net sales *** from $*** million in 1992 to $*** million in 1993,
then *** to $**+* million in 1994. Net sales *** from $*** thousand in interim 1994 to $*** thousand in
interim 1995.

% Net unit sales value *** from $*** per ton in AMT’s fiscal year 1993 to $*** in fiscal year 1995 and from
$* per ton in interim 1994 to $*** in interim 1995. Id.

5! Gross profits *** from, $*** thousand in fiscal 1993 to $*** thousand in fiscal 1995. Cost of goods sold
per ton *** from $*** in fiscal 1993 to $*** in fiscal 1995. Id.
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Operating incomeé followed a *** trend as the industry was able to *** its per unit selling,
general and administrative expenses.> Nonetheless, operating income *** between fiscal years 1993
and 1994 as *** and unit sales values ***.% Operating losses *** in fiscal year 1995 although unit
sales values *** 5 Operating ***, however, continued as such improvements were *** in units
costs of goods sold.

Although financial performance when measured in terms of gross profit as a percentage of net
sales *** between the interim periods, operating losses and net losses as a percentage of net sales ***
between those periods.” The *** in net losses between the interim periods occurred despite
improvements in productivity® and a *** in cost of goods sold.” The deterioration in financial
performance was accompanied by a *** in the domestic industry’s capital expenditures during the
investigatory period, including *** between the interim periods.® ¥

IV. NO MATERIAL INJURY BY REASON OF LTFV IMPORTS

In final antidumping duty investigations, the Commission determines whether an industry in the
United States is materially injured by reason of the imports subject to investigation that Commerce
has determined to be sold at LTFV.® In making this determination, the Commission must consider
the volume of imports, their effect on prices for the like product, and their impact on domestic

2 SG&A costs were *** from $*** per ton in fiscal 1993 to $*** per ton in fiscal 1995. SG&A costs,
however, *** on a per-ton basis between the interim periods of 1994 and 1995. Table VI-2, CR at VI-3, PR at
VI-2.

s Id.

$4 AMT’s operating *** from $*** in fiscal year 1993 to $*** in fiscal year 1994 before *** to $3** jn
1995. Operating losses, however, *** from interim 1994 to interim 1995. CR at VI-5, PR at VI-2.

S Table VI-2, CR at VI-3, PR at VI-2. Gross profits, as a ratio to net sales, *** from *** percent to ***
percent from interim 1994 to interim 1995. Operating losses, however, *** from *** percent to *¥* percent of
net sales, while net losses also **%*,

% Table IlI4, CR at IMI-12, PR at TII-5.

$7 Although cost of goods sold *** from 1992 to 1994 as a percentage of net sales from *** percent, COGS
*ack from interim 1994 to interim 1995 from *¥* to *** percent. Table VI-2, CR at VI-3, PR at VI-2.

8 These expenditures *** by *** percent from 1992 to 1994, and were *** to *** in interim 1995, from ***
in interim 1994. Table VI-5, CR at VI-9, PR at VI-3.

9 Based on the foregoing, Commissioner Rohr and Commissioner Newquist find that while the petitioner may
be experiencing material injury, the domestic manganese sulfate industry as 2 whole, is not. See 19 U.S.C. §
1677(4)(A)("[t]he term ’industry’ means . . . those producers whose collective output of a domestic like product
constitutes a major proportion of the total domestic production of the product”); 19 U.S.C. § 1673d(b)(1)("[tlhe
Commission shall make a final determination of whether an industry in the United States . . . ")(emphasis
supplied). Industry-wide performance indicators, such as production, shipments, inventories, and employment,
evidence an industry which, in their view, is not presently injured. Commissioner Rohr and Commissioner
Newquist note that although their "condition of the industry” finding is complicated by the nature of the
industry’s financial data, such data are not in conflict with the other industry-wide performance indicia — which
do not reflect an injured industry. Accordingly, having found no material injury, Commissioner Rohr and
Commissioner Newquist proceed directly to the no threat of material injury analysis and do not join the
following "no causation” discussion. ‘

® 19 U.S.C. § 1673d(b). The statute defines "material injury” as "harm which is not inconsequential,
immaterial or unimportant.” 19 U.S.C. § 1677(7)(A).




producers of the like product, but only in the context of U.S. production operations.® Although the
Commission may consider alternative causes of injury to the domestic industry other than the LTFV
imports, it is not to weigh causes.* © &

For the reasons discussed below, we find that the domestic industry producing manganese
sulfate is not materially injured or threatened with material injury by reason of LTFV imports from
China.

A. The Volume of Subject Imports

The volume of subject imports increased from 3,397 to 5,394 metric tons between 1992 and
1993 before declining to 4,635 metric tons in 1994. Further, subject import volume declined in

6 19 U.S.C. § 1677(7)B)(i). The Commission "may consider such other economic factors as are relevant to
the determination” but shall "identify each [such] factor . . . and explain in full its relevance to the
determination.” 19 U.S.C. § 1677(7)(B).

€ See, e.g., Citrosuco Paulista, S.A. v. United States, 704 F. Supp. 1075, 1101 (Ct. Int’l Trade 1988).

- Alternative causes may include the following:

[The volume and prices of imports sold at fair value, contraction in demand or changes in patterns of
consumption, trade, restrictive practices of and competition between the foreign and domestic producers,
developments in technology, and the export performance and productivity of the domestic industry.

S. Rep. No. 249, 96th Cong., 1st Sess. 74 (1979). Similar language is contained in the House Report. H.R.
Rep. No. 317, 96th Cong., 1st Sess. 46-47 (1979).

% For Chairman Watson’s interpretation of the statutory requirement regarding causation, see Certain
Calcium Aluminate Cement Clinker from France, Inv. No. 731-TA-645 (Final), USITC Pub. 2772 at I-14 n.68
(May 1994).

% Commissioner Rohr and Commissioner Newquist further note that the Commission need not determine that
imports are "the principal, a substantial, or a significant cause of material injury.” S. Rep. No. 249, at 57, 74.
Rather, a finding that imports are a cause of material injury is sufficient. See e.g., Metallverken Nederland
B.V. v. United States, 728 F. Supp. 730, 741 (CIT 1989); Citrosuco Paulista, 704 F. Supp. at 1101.

¢ Commissioner Crawford notes that the statute requires that the Commission determine whether a domestic
industry is "materially injured by reason of" the LTFV imports. She finds that the clear meaning of the statute
is to require a determination of whether the domestic industry is materially injured by reason of LTFV imports,
not by reason of LTFV imports among other things. Many, if not most, domestic industries are subject to
injury from more than one economic factor. Of these factors, there may be more than one that independently
are causing material injury to the domestic industry. It is assumed in the legislative history that the "ITC will
consider information which indicates that harm is caused by factors other than less-than-fair-value imports." S.
Rep. No. 249, at 75. The legislative history makes it clear, however, that the Commission is not to weigh or
prioritize the factors that are independently causing material injury. Id. at 74; H.R. Rep. No. 317, 96th Cong.,
1st Sess. 46-47 (1979). The Commission is not to determine if the LTFV imports are "the principal, a
substantial or a significant cause of material injury." S. Rep. No. 249, at 74. Rather, it is to determine
whether any injury "by reason of™ the allegedly subsidized and LTFV imports is material. That is, the
Commission must determine if the subject imports are causing material injury to the domestic industry. "When
determining the effect of imports on the domestic industry, the Commission must consider all relevant factors

that can demonstrate if unfairly traded imports are materially injuring the domestic industry.” S. Rep. No. 71,
100th Cong., 1st Sess. 116 (1987) (emphasis added).
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interim 1995 as compared to interim 1994, decreasing to 1,606 from 2,080 metric tons.% The value
of subject imports followed a similar trend, increasing from 1992 to 1993 and then declining in 1994
and between the interim periods in 1994 and 1995.¢

The market share of subject imports increased from *** percent of apparent domestic
consumption in 1992 to 20.3 percent in 1994.% The subject imports lost market share between the
interim periods, however, declining from 17.5 percent during the first six months of 1994 to 12.3
percent of apparent consumption in the comparable period of 1995.%

Despite the absolute volume of subject imports and the increases in subject import market share
that occurred during the period, we do not find the volume of subject imports to be significant.™
First, gains in shipment volume and market share by the subject imports were mostly at the expense
of nonsubject imports from Mexico. While subject import shipment volume increased by *** metric
tons from 1992 to 1994, domestic industry shipments declined by only *** metric tons during the
period, while nonsubject imports from Mexico declined by *** metric tons.” Consequently,
domestic industry market share in 1994 was only slightly lower than in 1992, at the beginning of the
period of investigation,” whereas the market share of nonsubject imports from Mexico increased
slightly between 1992 and 1993 before declining substantially in 1994.7

The decline in domestic industry shipments and market share was confined to 1993, moreover,
and is largely explained by an apparent interruption of shipments that occurred when Koch Industries
sold and transferred its Pittsburg plant to Allied in early 1993. By 1994, however, Allied had ***
both production and shipments from the plant ***, and the domestic industry approached pre-1993
levels of both production and shipments.” Domestic industry shipments and market share continued
to increase between the interim periods as well.

& Table IV-1, CR at IV-5, PR at IV-3.

7 Table IV-1, CR at IV-5, PR at IV-3. The value of subject imports increased from $1.2 to $1.7 million
from 1992 to 1993 before declining to $1.5 million in 1994. The value of subject imports also declined from
$643,000 in interim 1994 to $582,000 in interim 1995.

6 Table IV-3, CR at IV-12, PR at IV-7.

® Id.

™ Vice Chairman Nuzum does not join in this statement. She finds the volume of subject imports to be
significant, particularly when measured against the volume of domestic production and shipments. She does not
find the increases, however, in the volume of subject imports to be significant, for the reasons discussed infra in
the text. Table A-1, CR at A-3, PR at A-3. '

7 Table IV-2, CR at IV-9, PR at IV-5.

7 Table IV-3, CR at IV-12, PR at.7. Domestic industry market share declined from *** to *** percent from
1992 to 1993, but improved markedly in 1994 to *** percent. The domestic producers continued to reclaim
market share in the interim periods increasing to *** percent in 1995 compared to *** percent in 1994.

7 Id. The market share of nonsubject imports from Mexico increased to *** percent in 1993 from ***
percent in 1992, but then declined to *** percent in 1994.

% Allied assumed ownership and control of the plant in January 1993 from Koch Industries which had
previously operated the facility. CRIII-2, PR at IlI-2. Koch shipped *** metric tons of manganese sulfate
from the facility in 1992, whereas Allied shipped only *** metric tons during its first year of operation of the
plant. Tables ITI-1 and III-2, CR at III-5-8, PR at III-2-3.

5 1d. Domestic industry shipments in 1994 equaled *** metric tons compared to *** in 1992. Further,
domestic industry shipments in interim 1995 increased to *** metric tons from *** metric tons in 1994. Table
IV-2, CR at IV-9, PR at IV-5. )

11



The significance of the volume of the subject imports was also minimized by the differing end
uses and customers for the Chinese manganese sulfate.” The subject imports were overwhelmingly
used by purchasers for animal feed and were sold largely to end users.” In contrast, domestic
producers sold manganese sulfate primarily for use as fertilizer and chiefly to distributors.” In
addition, the subject imports, which consisted mostly of manganese sulfate powder, and to a lesser
extent of soft granules, were found to be poorly suited for use as fertilizer, the chief use of the
domestic product.”

For these reasons, we find that the volume of subject imports is not significant.*®

B. The Effect of Subject Imports on Domestic Prices

In evaluating the effect of LTFV imports on domestic prices, the Commission considers
whether there has been significant price underselling by imports and whether the imports depress
prices to a significant degree or prevent price increases that otherwise would have occurred, to a
significant degree.®® A number of factors are relevant to our determination of the price effects of
subject imports on domestic producers’ prices, including the level of substitutability among the
domestic and imported products, and the level of competition among the domestic producers.

Manganese sulfate in powder form accounted for most of the volume of subject imports.*
While powder represented a declining proportion of subject imports after granular imports were
introduced in the U.S. market in 1993, powder still accounted for *** of such imports in 1994 and
continued to represent more than a *** of subject imports during the first six months of 1995.%2 In
contrast, powder never represented more than *** percent of domestic industry shipments.®
Purchasers, moreover, stated that powder was limited by its physical characteristics primarily to use
in animal feed,® and that only fine granular manganese sulfate produced by Allied was suitable for

7 Although the Commission did not find separate and distinct market segments for manganese sulfate because
of substantial overlap in the sale of domestic and subject imports for use in both animal feeds and fertilizer, we
did find limited substitutability between the subject imports and the domestic product based on differences in the
physical properties of the respective products and their relative suitability to particular end uses.

7 CR atI-11, II-1-3, PR at I-6, II-1-2.

® CR atI-11, II-1-2, PR at I-6, II-1-2.

™ CR atI-8, PR at I-5.

®  Commissioner Crawford notes that the significance of the volume of imports cannot be determined in a
vacuum. She makes her finding of the significance of volume in the context of the price and impact effects of
these imports. For the reasons discussed below, she finds that the volume of imports is not significant in this
investigation.

8 19 U.S.C. § 1677(7)(C)(ii).

& Table II-2, CR at II-3, PR at II-2.

¥ Id. Powder accounted for *** percent of subject imports in 1992, *** percent in 1993, and approximately
*** percent in 1994.

% Id. In 1994, the domestic industry shipped *** metric tons of manganese sulfate, but only *** metric tons
of powder. Although fine granular manganese sulfate also competes with manganese sulfate powder, fine
granules never represented more than *** percent of subject imports. Id.

# CR at I-3, PR at I-2. Purchasers stated that the dust associated with powder clogged machinery used by
the fertilizer industry and made the use of powder impractical. CR at I-8, PR at I-5.
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the same end use.®* In addition, imports of large granular manganese sulfate from China were found
by purchasers to be unsuitable for use in fertilizer and, thus, inferior to domestic large granules for
that end use.¥” Accordingly, we find limited substitutability between the subject imports and the
domestic product.

We find no significant underselling by manganese sulfate from China. While there was
evidence of underselling in price comparisons involving large granular manganese sulfate (product 1)
from China, there was no consistent pattern of underselling for manganese sulfate powder (product 3)
or fine granular manganese sulfate (product 2). Indeed, for product 3, Chinese powder oversold the
domestic product in five of the seven comparisons between July 1993 and June 1995 .8 Because the
bulk of the subject imports consisted of powder, we give more weight to the price comparisons
involving product 3, manganese sulfate powder.”

We also find no evidence of significant price depressing effects by the subject imports. Prices
for AMT, the domestic producer accounting for *** of the domestic shipments of product 1, showed
%% between 1993 and 1994, the period for which most comparisons were available.* While Allied
introduced a large granular product in 1993, the *** does not follow a consistent pattern and does not
show any obvious correlation with the prices of the subject imports. Similarly, domestic prices for
product 2 *** throughout the period of investigation without relationship to subject import prices.”
Moreover, Chinese sales of fine granular manganese sulfate (product 2) were relatively small and
declining in volume, and price comparisons for the fine granular products are limited in number.”
Domestic prices for product 3 also were *** at the end of the investigation as they were at the
beginning, and the margin of overselling by the subject imports in the interim period of 1995 was
significant. .

While the record suggests that domestic prices have been suppressed relative to costs,” we
find that this is not due to a significant degree to the subject imports, given the lack of significant
underselling, the limited substitutability of the subject imports for the domestic product, and the lack
of correlation in pricing patterns between the domestic product and those of the subject imports.
Indeed, we find recent overselling by the subject imports for product 3, which represents the bulk of

% 1d. Fine granular manganese sulfate represented approximately *** of domestic shipments. Purchasers
stated that the lower solubility and manganese content of AMT’s product made it less desirable for use in animal
feed and in some circumstances, was not usable in that end use. '

8 CR atI-8, PR at I-5.

8 Table V-5, CR at V-12, PR at V-5.

® Commissioner Crawford rarely gives much weight to evidence of underselling since it usually reflects some
combination of differences in quality, other nonprice factors, or fluctuations in the market during the period in
which price comparisons were sought.

% AMT’s prices during this period *** by less than *** percent. Shipments of large granular manganese
sulfate from China represented *** percent of subject import shipments in 1993 but increased to *** percent of
such shipments by 1994. Table II-2, CR at II-3, PR at 1I-2.

9 Table V-4, CR at V-11, PR at V-5. .

% Based on the available data, fine: granular manganese sulfate accounted for approximately *** percent of
shipments of subject imports in 1993 and *** percent of such imports in 1994. Table II-2, CR at II-3, PR at II-
2. *** shipments of fine granular subject imports were reported for either 1992 or the 1995 interim period. Id.

% Cost of goods sold *** from *** percent of net sales in 1993 to *** percent of such sales in 1995. Table
VI-2, CR at VI-3, PR at VI-2. During the same period, net unit sales value only *** from *** to *** per ton,
or by less than *** percent. Id.
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imports during the period of investigation. Additionally, the domestic industry’s cost of goods sold
*** in interim 1995 compared to interim 1994, *** costs on the industry’s financial condition.*

In view of the foregoing, we conclude that the subject imports have not suppressed or
depressed prices to a significant degree.”

% Table VI-2, CR at VI-3, PR at VI-2.

% To evaluate the effects of the dumping on domestic prices, Commissioner Crawford compares domestic
prices that existed when the imports were dumped with what domestic prices would have been if the imports
had been fairly traded. In most cases, if the subject imports had not been traded unfairly, their prices in the
U.S. market would have increased. In these investigations, if subject imports had been fairly traded, the price
of Chinese product would have increased significantly and a significant portion of imports from China would
have been priced out of the market. The ability of domestic producers to have raised prices under these
circumstances depends on competitive conditions in the market for manganese sulfate involving both supply and
demand side considerations.

A significant factor in determining what the effects of higher subject import prices would have been on
domestic prices is the overall demand elasticity for manganese sulfate in the U.S. market. This elasticity is
determined primarily by the availability of alternative products and the share of downstream product cost that
manganese sulfate represents. Although substitutes exist for manganese sulfate, most responding purchasers did
not view them as being commercially viable. Also, because manganese sulfate is a micronutrient that is
required in very small quantities in the downstream products in which it is used, it accounts for a relatively
small percentage of the final product cost of agricultural or animal feed products. When the price of an input is
a small part of the cost of the total product cost, changes in the price of the input are less likely to alter demand
for the downstream product, and by extension, for the input product. The evidence indicates that the manganese
sulfate market is characterized by a relatively low elasticity of demand. That is, purchasers will not change their
consumption significantly in response to changes in price.

Even in a market characterized by relatively low demand elasticity, the composition of overall demand
can be sensitive to the relative prices-of the alternative sources of the product. If subject imports had been fairly
priced, they would have become more expensive relative to domestic products and nonsubject imports. In such a
case, there would have been a shift in the composition in demand toward the relatively cheaper products. The
magnitude of this shift depends on the substitutability of subject imports for products from alternative sources.
As noted above, substitutability between subject imports and the domestic product is quite limited. Subject
imports and nonsubject imports from Mexico, however, are good substitutes. It is likely that a significant
portion of total subject imports would not have been sold in the domestic market if they had been fairly priced.
Most purchasers that were unwilling to pay higher prices for the subject imports would have switched to the
relatively less expensive nonsubject imports. Nonsubject imports had a substantial presence in the market over
the period of investigation. Some purchasers also would have sought to switch to the relatively less expensive
domestic product. Therefore, it is likely that if subject imports had been fairly priced, most of the demand
previously supplied by subject imports would have shifted to the relatively cheaper nonsubject imports from
Mexico.

Whether domestic producers would have been able to increase prices if subject imports had been priced
fairly is also affected by supply side considerations, including the amount of the domestic industry’s available
production capacity and inventories, and the level of competition in the market. As noted above, Allied
produces manganese sulfate as a coproduct of another, much more valuable product. Allied’s production
quantity of manganese sulfate is not responsive to changes in the price of manganese sulfate. AMT, however,
was operating in 1994 at a capacity utilization rate of ***, and had *** available production capacity. Also,
Allied and AMT maintained significant inventories of manganese sulfate that could have been used to meet
increased demand for the domestic product. Most importantly, nonsubject imports have been a substantial
presence in the market throughout the period of investigation. The presence of such substantial quantities of
nonsubject imports, combined with AMT’s *** production capacity and the domestic producers’ available

: (continued...)
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C. Impact of Subject Imports on the Domestic Industry °

We conclude that the subject imports had no adverse impact on the domestic industry sufficient
to warrant an affirmative determination. The domestic industry held a relatively stable share of a
gradually growing market.* Domestic production volume increased while capacity utilization rates
remained relatively constant.”* Thus, the increased volume of the subject imports was not reflected
in any deterioration in the level of production and shipments by the domestic industry. In fact, the
subject imports largely displaced nonsubject imports from Mexico and not the domestic product. In
addition, there was no reduction in the number of workers employed in the domestic industry, and
increases in labor productivity improved the efficiency of the domestic industry’s operations.”

Although information obtained by the Commission indicates that the financial condition of the
domestic industry deteriorated during the period of investigation®, there is no correlation between
the volume and prices of the subject imports and the domestic industry’s condition. There was
neither significant underselling by the subject imports nor significant price suppressing or depressing
effects by the imports. The operating losses of the domestic industry *** from 1993 to 1994 and
again between 1994 and 1995,'® despite a decline in subject import volume after 1993 and
increases in prices for the subject imports in the first six months of 1995. Moreover, Allied, the
industry’s *** producer (accounting for *** of domestic production in 1994), indicated that *** 10

Accordingly, we conclude that the domestic industry is not materially injured by reason of
LTFV imports of manganese sulfate from China.'*

95(...continued)
inventories, indicate that the domestic industry would not have been able to sustain a significant price increase.
Accordingly, Commissioner Crawford finds that subject imports did not have significant price effects on the
domestic industry.

% Table IV-3, CR at IV-12, PR at'IV-7.

97 Table III-1, CR at III-5, PR at III-2.

% Table IlI-4, CR at IMI-11-12, PR at III-5.

% Table VI-2, CR at VI-3, PR at VI-2. A

10 CR at VI-5, PR at VI-2. Operating losses *** from *** in 1993 to *** in 1994 before *** to *** in
1995. Operating losses were *** in interim 1995 than in the comparable period of 1994 as such *** from ***
to *¥¥, '

101 CR at appendix F, F-3; PR at F-3.

102 Tn her analysis of material injury by reason of subject imports, Commissioner Crawford evaluates the
impact on the domestic industry by comparing the state of the industry when the imports were dumped with
what the state of the industry would have been had imports been fairly traded. In assessing the impact of subject
imports on the domestic industry, she.considers, among other relevant factors, output, sales, inventories,
capacity utilization, market share, employment, wages, productivity, profits, cash flow, return on investment,
ability to raise capital and research and development as required by 19 U.S.C. § 1677(C)(iii). These factors
either encompass or reflect the volume and price effects of the dumped imports, and so she gauges the impact of
the dumping through those effects. In this regard, the impact on the domestic industry’s prices and sales is
critical, because the impact on other industry indicators (e.g., employment, wages, etc.) is derived from this
impact.

The domestic industry would not have been able to increase its prices significantly if subject imports had
been sold at fairly traded prices. Therefore, any impact of dumped imports on the domestic industry would
have been on the domestic industry’s output and sales. -

(continued...)
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V. NO THREAT OF MATERIAL INJURY BY REASON OF LTFV IMPORTS

Section 771(7)(F) of the Act directs the Commission to determine whether a U.S. industry is
threatened with material injury by reason of imports "on the basis of evidence that the threat of
material injury is real and actual injury is imminent.” The Commission is not to make such a
determination "on the basis of mere conjecture or supposition."® :

We have considered all the statutory factors that are relevant to this investigation.’* The
presence or absence of any single factor is not dispositive.’® We do not find that there is a threat
of material injury to the domestic industry by reason of the subject imports.

First, any underutilized capacity or increase in unused capacity in China is not likely to result
in a significant increase in the subject imports. Based on the record in this investigation, the capacity
of Chinese manufacturers to produce manganese sulfate has not substantially increased.’® Further,
respondents stated that the two Chinese manufacturers who sold them manganese sulfate required
more than two years to bring production to the quality levels required for export to the United
States.’” Chinese production increased by a relatively small amount from 1992 to 1994, and by a

102(...continued)

As she noted earlier, Commlssxoner Crawford finds that had subject imports not been dumped, the
increase in demand for domestic manganese sulfate would have been small. Domestic suppliers could easily
have increased their production and sales to satisfy the increased demand. The domestic industry’s output and
sales, however, and therefore its revenues, would not have increased significantly. She therefore, finds that,
had subject imports not been dumped the impact on the domestic industry’s output and sales would not have
been significant.

Had subject imports not been dumped, the domestic industry would not have been able to increase its
prices, output or sales, and therefore its revenues, significantly. Consequently the domestic industry would not
have been materially better off if the subject imports had been fairly traded. Therefore, Commissioner
Crawford finds that the domestic industry producing manganese sulfate is not materially injured by reason of
LTFV imports of manganese sulfate from China.

1B 19 U.S.C. § 1677(7)(F)(ii). An affirmative threat determination must be based upon "positive evidence
tending to show an intention to increase the levels of importation.” Metallverken Nederland B.V. v. United
States, 744 F. Supp. 281, 287 (Ct. Int’l Trade 1990), citing, American Spring Wire Corp. v. United States, 590
F. Supp. 1273, 1280 (Ct. Int’l Trade 1984), aff’'d, 760 F. 2d 249 (Fed. Cir. 1985).

10419 U.S.C. § 1677(T)F)E)@)-(X). In addition, the Commission must consider whether dumping findings
or antidumping remedies in markets of foreign countries against the same class or kind of merchandise suggest a
threat of material injury to the domestic industry. 19 U.S.C. § 1677(7)(F)(iii)(I). There is no evidence of any
third country antidumping findings or remedies against manganese sulfate from China.

Factor I is not relevant because no subsidy is involved. Factor VIII is not applicable as none of the
foreign producers’s manganese sulfate facilities is used to produce other products subject to final antidumping or
countervailing duty orders. Because th1s investigation does not involve an agricultural product, Factor IX is not
applicable.

105 See, e.g., Rhone Poulenc. S.A. v. United States, 592 F. Supp. 1318, 1324 n.18 (Ct. Int’] Trade 1984).

196 Production capacity for the two Chinese producers which provided data in the investigation shows that
capacity increased from *** metric tons in 1992 to *** metric tons in 1994. Table VII-1, CR at VII-3; PR at
VII-1. These producers accounted for *** of subject imports in 1994. Information provided to the Commission
indicated that four other Chinese companies may have exported the subject merchandise to the United States
during the period of investigation. CR at VII-4, PR at VII-2.

107 CR at VII-3-4, PR at VII-2. Respondents estimated that a third producer thh whom they were familiar
was still two to three years away from meeting the necessary quality requirements. Id.
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more substantial amount between the interim periods.'® Between 1992 and 1994, however, the
capacity utilization of the Chinese producers providing data to the Commission increased and was
projected to increase further in calendar years 1995 and 1996.'® At the same time, these
producers’ inventories were declining as a percentage of both their production and shipments.'*°

Moreover, a significant portion of the manganese sulfate manufactured by reporting Chinese
producers was exported to third countries.'! There is no evidence that Chinese producers are
preparing to shift exports from those other markets to the United States. Indeed, the volume of
subject imports declined from 1993 to 1994 and in interim 1995 as compared to interim 1994. Any
increased productive capacity or existing unused capacity in China is thus not likely to result in a
significant increase in imports of the merchandise to the United States.

Although the subject impbrts’ market share increased from 1992 to 1994, those gains in market
share were primarily at the expense of nonsubject imports from Mexico.!*> *** Further, market
penetration by the subject imports declined between the interim periods of 1994 and 1995.1¢
Domestic producers’ market share in 1994 was only marginally lower than in 1992, and was
improving in the interim period of 1995 relative to interim 1994."* In addition, the level of
imports from China decreased between 1993 and 1994, and between the interim periods," although
importers’ U.S. shipments continued to increase between 1993 and 1994, as importers reduced
inventories. We find no likelihood that the volume or market share of subject imports will increase to
an injurious level. :

Importer inventories of the subject imports increased erratically during the period of
investigation,*® but as a percentage of shipments were lower than the domestic producer and non-

18 Table VII-1, CR at VII-3, PR at VII-1. Production increased from *** metric tons from 1992 to 1994 and
from *** metric tons between the interim periods.

19 Table VII-1, CR at VII-3, PR at VII-1. Capacity utilization increased from *** percent in 1992 to ***
percent in 1994, and from *** percent to *** percent between the interim periods in 1994 and 1995. Capacity
utilization is projected to remain at *** levels during 1996.

10 14, Inventories as a percentage of production *** percent in 1992 to *** percent in 1994. Inventories as
a percentage of production *** between the interim periods, and were projected to *** in 1996.

1 Table VII-1, CR at VII-3, PR at 1. Third country markets accounted for more than *** percent of
Chinese shipments during the period of investigation. In addition, while shipments to the Chinese producers’
domestic market *** between 1993 and 1994, domestic shipments in 1995 are projected to surpass earlier
levels.. :

12 Table IV-3, CR at IV-12, PR at IV-7.

U3 Commissioner Newquist’s assessment of the threat of material injury reflects the diminishing share of U.S.
consumption accounted for by the subject imports.

14 Id. Their market share declined from 17.5 to 12.3 percent.

15 1d. Domestic producers’ market share declined from *** to *** percent from 1992 to 1994, but increased
from *** to *#* percent when the 1994 and 1995 interim periods are compared.

16 Table IV-1, CR at IV-5, PR at IV-3. Subject imports declined from 5,394 metric tons in 1993 to 4,635
metric tons in 1994. Subject imports also declined between the interim periods from 2,080 in 1994 to 1,606
metric tons in 1995.

17 Table IV-2, CR IV-9, PR at IV-5. U.S. shipments of subject imports increased from 4,480 to 4,826
metric tons between 1993 and 1994. '

8 Table VII-2, CR at VII-5, PR at VII-3. Such inventories increased between 1992 and 1993, before
declining between 1993 and 1994 Inventory levels in 1994, however, remained higher than those in 1992.
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subject import inventories.'® Subject import inventories declined when the interim periods of 1994
and 1995 are compared.'®

We further find no probability that subject imports will enter the United States at prices that
will have a depressing or suppressing effect on domestic prices. We have found that such imports are
not currently having a significant depressing or suppressing effect on domestic prices.!* As
discussed previously, non-price factors play a significant role in the manganese sulfate market thereby
limiting the ability of subject imports to affect domestic prices adversely. There is no evidence that
these market conditions will change in the immediate future, and that subject imports from China will
be any more likely to affect prices adversely in the immediate future than they have during the period
of investigation.

Finally, we find no other demonstrable adverse trends indicating the probability that the subject
imports will be the cause of actual material injury to the domestic industry.*? For all the reasons
stated above, we find that the domestic industry is not threatened with material injury by reason of
subject imports from China. '

CONCLUSION
In light of the foregoing, v}_e determine that the domestic manganese sulfate industry is not

materially injured or threatened with material injury by reason of LTFV imports of manganese sulfate
from China.

119 Table VII-2, CR at VII-5, PR at VII-3. Whereas U.S. importers’ inventories of the subject merchandise
in 1994 equaled 18 percent of U.S. shipments, inventories of non-subject imports from Mexico in the same year
equaled *** percent of shipments and U.S. producer inventories equaled *** percent of domestic industry
shipments in 1994. Table III-3, CR at II[-9, PR at II[4.

120 Table VII-2, CR at VII-5, PR at VII-3. Inventories of subject imports declined from *** to 598 metric
tons between the interim periods.

12l Commissioner Rohr and Commissioner Newquist do not join the discussion of no present effect on prices.
They concur, however, that there is no indication that the subject imports will imminently depress or suppress
domestic prices. .

1Z Last year, the Court of Appeals for the Federal Circuit ruled that the Commission is compelled as a matter
of law to consider all economic factors bearing on the issue of threat and cannot limit its analysis to the
enumerated statutory criteria when: there is other pertinent information in the record. Suramerica de Aleaciones
Laminadas, C.A. v. United States, 44 F.3d 978, 984 (Fed. Cir. 1994). The Federal Circuit specifically found
that lack of support for the petition by members of the domestic industry is a factor which the Commission must
consider carefully, particularly if lack of support is "publicly expressed.” Id. In the instant investigation,
Allied stated ***. CR at Appendix F, F-3; PR at F-3. Allied and AMT entered into a contract in July 1995,
whereby AMT will purchase all of Allied’s coproduct and process the coproduct into finished forms of
manganese sulfate, making AMT the principal domestic producer of manganese sulfate.
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ADDITIONAL VIEWS OF VICE CHAIRMAN JANET A. NUZUM

Manganese Sulfate from the People’s Republic of China
Inv. No. 731-TA-725 (Final)

This case presents unusual circumstances with respect to the structure of the domestic industry,
which warrant additional comment. The U.S. industry producing manganese sulfate consists of only
two producers. Petitioner American MicroTrace Corp. ("AMT") is a domestic manufacturer of
manganese sulfate and zinc sulfate. The other, larger domestic producer, AlliedSignal, is a large
diversified corporation which manufactures manganese sulfate as a co-product to its production of
anisic aldehyde. _ ‘

In antidumping investigations, the Commission is required to assess the impact of unfair
imports on the domestic industry producing the like product. The term domestic "industry" is defined
under section 771(4)(A) of the Tariff Act as either "the producers as a whole" or "those producers
whose collective output constitutes a major proportion of the total domestic production.” The
underlying purpose of this standard is to ensure that an injury finding is not triggered merely by
injurious effects to a single producer rather than the collective interests of the industry. Accordingly,
the Commission ordinarily collects data and information from as many domestic producers as
possible, and aggregates the data to an industry-wide level. This approach works well when
presented with a collection of producers which generally face the same conditions of competition.

In this investigation, however, we are presented with two major U.S. producers which face
very different conditions of competition. AMT is a relatively small company which produces
manganese sulfate, along with zinc sulfate, at its Fairbury, Nebraska facility. Its manganese sulfate
operation is a deliberate line of business! which uses equipment dedicated to the production of
manganese sulfate.?

AlliedSignal Incorporated ("Allied"), on the other hand, is a publicly traded, Fortune-100
corporation with a multitude of business interests in a range of different industries. Allied produces
manganese sulfate at its Pittsburg, Kansas facility as a co-product in its production of anisic aldehyde.
Although its manganese sulfate production exceeds that of AMT, Allied does not produce manganese
sulfate as a deliberate line of business based solely on conditions in the manganese sulfate market.
Conditions affecting its anisic aldehyde production have significant influence over Allied’s manganese
sulfate operations. In fact, Allied’s revenues from its anisic aldehyde are larger than its revenues
from manganese sulfate. Changes in the price of manganese sulfate appear to have little effect on
Allied’s coproduction of manganese sulfate.® Clearly, the conditions of competition facing Allied’s
manganese sulfate interests are substantially different than those facing AMT’s manganese sulfate
interests. s
Under these circumstances, the traditional approach of simply aggregating the data obtained
from the two domestic producers would distort the realities of the marketplace by ignoring the
differences in the nature of their dperations. Although the focus of our analysis is required to be on

! CR at III-5, PR at ITI-2, citing Hearing Transcript, p. 43.
2 Transcript of preliminary conference, p. 46.
3 CR at II4, PR at II-2.
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domestic producers "as a whole", ithe statute does not preclude the Commxssmn from examining the
condition of the domestic mdustry,‘ on a company-by-company basis. Such an approach would still be
consistent with the statutory focus on the domestic industry as a whole so long as we base our
determination on the overall situation, not solely on a particular company’s situation.

In this investigation, therefore, I scrutinized the condition of each of the two domestic
producers separately. I also examined the indicators of performance by the domestic industry as a
whole, taking into account the different position each producer occupies in the domestic industry. I
considered the role of Allied as a domestic producer that is, by virtue of its own business strategies,
less vulnerable to the effects of subject imports. One would expect, for example, a producer like
Allied to be less affected than AMT by changes in manganese sulfate prices or in volume competition.

As I reviewed this record, I was particularly conscious of the potential policy implications of
the peculiar circumstances before us. In my view, a policy issue would be posed if the larger size of
Allied, which has less direct interests in manganese sulfate production, effectively precluded other

-domestic producers with direct interests in manganese sulfate production from being able to obtain
relief under the antidumping and countervailing duty laws. That is not, however, the basis for this
negative determination in the instant case.

In the usual investigation, the lack of injurious effects on a larger producer who accounts for a
majority of domestic production would likely overshadow the injurious impact of subject imports on
the remainder of the domestic industry. Here, however, that larger producer faces very different
conditions of competition, and is influenced by a wider range of business interests, than its smaller
domestic competitor. These differences between the two domestic producers may, and should, be
taken into account in assessing.the impact of unfair imports on the industry as a whole. In this
investigation, the attenuated relationship between the unfair imports and Allied’s manganese sulfate
operations, coupled with the lack of a sufficient causal link between the subject imports and declines
in AMT’s financial performance, provide the basis for a negative determination. The record fails to
provide clear evidence of either adverse volume effects by the subject imports or adverse price effects
by the subject imports. This negative determination is therefore driven by the facts in this
investigation, not by operation of the legal definition of domestic industry.
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PART I: INTRODUCTION

BACKGROUND

This investigation results from a petition filed by American MicroTrace Corp. (AMT), Virginia
Beach, VA, on November 30, 1994, alleging that an industry in the United States is materially
injured and threatened with material injury by reason of less-than-fair-value (LTFV) imports of
manganese sulfate! from the People’s Republic of China (China).? Information relating to the
background of the investigation is provided below.

Date ; Action

November 30,1994 . ... ... Petition filed with Commerce and the Commission; institution
of Commission’s preliminary investigation

December 28,1994 . ... ... Commerce’s notice of initiation

January 17,1995 . . . ... ... Commission’s preliminary determination

May11,1995 ........... - Commerce’s preliminary determination (60 FR 26021, May 16,

1995); institution of the Commission’s final investigation (60
FR 27555, May 24, 1995)

October 2,1995 ......... Commerce’s final determination (60 FR 52155, Oct. 5, 1995)*
October 3,1995 ......... - Commission’s hearing®
October 27,1995 . . . . ... .. *  Commission’s vote
November 6, 1995 . ... .... ' Commission determination transmitted to Commerce
THE PRODUCT

The imported product subject to this investigation is manganese sulfate, an inorganic chemical
with the chemical formula MnSO,. This section presents information on both imported and

! For purposes of this investigation, manganese sulfate consists of manganese sulfate monohydrate
(MnSO,®H,0) and any other forms, whether or not hydrated, without regard to form, shape, or size, the
addition of other elements, the presence of other elements as impurities, and/or the method of manufacture.
Manganese sulfate is classified (along with other miscellaneous sulfates) in subheading 2833.29.50 of the HTS
with a most-favored-nation tariff rate of 3.7 percent ad valorem, applicable to imports from China.

2 A summary of the data collected in the investigation is presented in app. A. The Commission has not
conducted any previous investigations on manganese sulfate.

3 Federal Register notices cited in the tabulation are presented in app. B.

4 Commerce calculated final LTFV margins to be as follows: 32.48 percent for merchandise exported by
China National Nonferrous Metals Import and Export Company (CNIEC), and 362.23 percent for all other
exporters. Commerce found critical circumstances for merchandise subject to the 362.23 percent rate, but did
not find critical circumstances for merchandise subject to the 32.48 percent rate.

S A list of witnesses appearing at the hearing is presented in app. C.
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domestically produced manganese sulfate, as well as information related to the Commission’s
"domestic like product” determination.®

Physical Characteristics and Uses

Manganese sulfate is principally used as a source of manganese, an essential element required
in small amounts by both plants and animals. Because only small amounts of manganese are
required, the material is referred to as an essential trace element, or as a micronutrient. In plants,
manganese is used in photosynthesis, plant enzyme systems, nitrate assimilation, and iron metabolism.
Crops that require manganese include citrus, soybeans, cucumbers, and cabbage. In animals,
manganese is required in enzymes used in energy metabolism, in bone development, and in
reproduction. Because manganese is required in only small quantities, manganese sulfate is typically
employed as an additive blended with other fertilizers or with animal feed.

Agricultural and animal feed applications for manganese sulfate account for the preponderance
of the market for this chemical. Manganese sulfate is also used in such industrial applications as
industrial water treatment systems; in the production of bricks; in catalysts; in pigments; in the
making of paint dryers; and in the production of organomanganese fungicides. High-purity
manganese sulfate is used for medical and other specialized chemical applications.

In most commercial applications, manganese sulfate is in the monohydrate form, that is, the
manganese sulfate molecule is combined with a single molecule of water to form the monohydrate,
MnSO,®H,0. Manganese sulfate monohydrate can be produced and sold in three basic forms: large
granular, fine granular, and powder. For liquid applications, where rapid dissolving is preferred,
generally either the powder or the fine granular form is used. For applications where the manganese
sulfate is to be blended as a solid with other fertilizers, the particle size of the manganese sulfate
(usually in granular form) must be approximately equal to that of the other components of the
fertilizer blend to assure that the distribution of fertilizers in the blend remains uniform. In dry
fertilizer applications, manganese sulfate is generally used in granular rather than powder form,
whereas in dry animal-feed applications, it is usually dispensed either as powder or as fine granules.

Although manganese compounds are found in nature, they are commonly in the form of
manganese dioxide and manganese carbonate ores. Because these chemicals are insoluble, plants and
animals cannot readily absorb the manganese contained in the compounds. In contrast, manganese
sulfate is a soluble compound, and thus the manganese in this chemical can be more readily used by
plants and animals as a micronutrient. Impurities in the manganese sulfate product include various
trace elements that are found in the ore, such as boron, cadmium, and arsenic. These impurities,
however, are not present in amounts that are sufficient to pose a health risk to plants and animals.
Some regulatory authorities are reviewing the level of impurities, with an eye to reducing the
maximum levels allowed.

6 The Commission’s decision regarding the appropriate domestic products that are "like" the subject imported
products is based on a number of factors including (1) physical characteristics and uses; (2) interchangeability;
(3) channels of distribution; (4) customer and producer perceptions; (5) common manufacturing facilities and
production employees; and, where appropriate, (6) price.
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Interchangeability

There are several physical distinctions between the various forms of manganese sulfate
produced in the United States and those produced in China for export that may affect the degree of
interchangeability among products from those sources. .

Manganese Content

According to the petitioner, AMT, the manganese sulfate that it produced during the period
examined was produced from manganous oxide.” The AMT product has typically contained 29
percent total manganese by weight. Because the soluble manganese sulfate included some unreacted
insoluble material, however, its usable content has been somewhat lower (about 27.8 percent).®

Manganese sulfate imported from China has a'higher manganese content (about 31 percent)
than the material produced by AMT, and it contains a lower percentage of insoluble materials.® The
higher manganese content of the Chinese material may be attributable either to a higher grade of ore
used to make the manganese sulfate or to a more extensive purification process, or to a combination
of both.® The manganese content of the product produced by AlliedSignal, Inc. (Allied),
Morristown, NJ, the other current domestic producer (about 32 percent), is also significantly higher
than that of the material produced by AMT.

According to the respondents, the lower manganese content of AMT’s product is a factor that
precludes AMT from being a major player in the animal feed market.!! According to the petitioner,
the manganese content of its manganese sulfate is only slightly lower than that of the Chinese product
and does not preclude it from being an active player in the animal feed market. '?

Solubility -
The solubility of manganese sulfate supplied by major suppliers to the U.S. market (including

the Chinese material), other than the manganese sulfate produced by AMT, is over 99 percent.”
The manganese sulfate offered by Allied is almost 100 percent soluble whereas the solubility of the

7 Petition, pp. 7-8; supplement to petition, Dec. 14, 1994, p. 6; transcript of the Commission’s hearing
("transcript”), pp. 45-46.

® Petition, p. 4, app. 1; an AMT official stated that AMT could ***, ***, AMT, staff meeting, Dec. 13,
1994. See also transcript, pp. 97-102. Indeed, AMT is in the process of modifying its production process to
produce, at modest cost, a more soluble (100 percent) and more highly concentrated (31 to 32 percent
manganese) manganese sulfate product, ***, Petitioners’ posthearing brief, app. S, p. 1.

® Respondents’ prehearing brief, p. 12.

10 sk AMT, staff conversation, Dec. 16, 1994. According to a Chinese expert on ***, the manganese
sulfate produced by Xian Lu (one of the two Chinese facilities that are capable of producing product suitable for
export) is, he believes, of high quality because of *** (respondents’ prehearing brief, Sept. 28, 1995,
exhibit 8).

I Respondents’ prehearing brief, pp. 9-11; Keith Mizwicki, Sales Manager and Director of Technical
Services for Micronutrients for the Engineered Minerals Division of J.M. Huber Corp., respondent’s prehearing
brief, exhibit 4, and Daniel Salisbury, Purchasing Manager for the Engineered Minerals Division of J.M. Huber
Corp., respondent’s prehearing brief, exhibit 5.

12 Transcript, pp. 26-31.
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manganese sulfate imported from China is between that of AMT’s product (96 percent) and that of
Allied’s product, but close to 100 percent. The slightly lower solubility of the manganese sulfate
produced by AMT does not prevent that company from participating in the liquid fertilizer and liquid
feed sector, a market that accounts for a significant share of manganese sulfate consumption. In
1994, *** percent of AMT’s shipments of manganese sulfate went to the liquid fertilizer market.™
During the period examined, *** manganese sulfate imported from China was used in the liquid
fertilizer market.®

According to the respondents, however, the lower solubility of AMT’s product is a factor that
precludes AMT from being a major player in the animal feed market.!* According to the petitioner,
the biological solubility of its manganese sulfate in animal feed is satisfactory, and, therefore, AMT is
not precluded from being an active player in the animal feed market."”

The issue of solubility of manganese chemicals in animal feeds differs significantly from that of
fertilizers because in animals the manganese chemical is digested before it is absorbed in the
bloodstream. The issue of the interchangeability of the Chinese and AMT product, with regard to
solubility, must therefore relate to biological availability and not necessarily to in vitro solubility. For
example, according to data provided by a trade journal, the biological availability of manganous oxide
is equal to that of manganese sulfate for pigs and for ruminants (cud-chewing animals) and is almost
equal for poultry use, even though in vitro manganous oxide is far less soluble than manganese
sulfate.’® This fact is consistent with the widespread use of manganous oxide in animal feed
applications.” Although other studies have indicated that manganese sulfate is superior to
manganous oxide in animal feed applications, it appears unlikely, given the successful use of even a
relatively insoluble form of manganese in animal feed applications, that the slight difference in
solubility between the Chinese and the AMT manganese sulfate product would result in a major
difference in biological availability.”

Respondents contend that recent work has demonstrated that manganese sulfate has a
significantly higher bioavailability than manganous oxide in animal feeds related to its higher
solubility. As a result, manganous oxide is being replaced by manganese sulfate, ***. Therefore,
according to respondents, a customer would prefer purchasing manganese sulfate from China rather
than purchasing AMT’s ManGro™ product because of the higher solubility of the Chinese product, its
higher manganese content, ***, all of which are factors contributing to a higher bioavailability.?
Also, according to respondents, customers prefer the Chinese product in animal feed because it has a

high purity; that is, a lower level of manganous oxide contamination, as evidenced by its lighter
color.

4 Compiled from data submitted in response to questionnaires of the U.S. International Trade Commission.

15 Respondents® posthearing brief, exhibit 3.

16 Respondents’ prehearing brief, pp. 9-11, exhibits 4 and 5.

17 Transcript, pp. 26-31.

8 Industrial Minerals, Jan. 1992, table 3, p. 36.

1 Reidios, in Ullmann, Encyclopedia of Industrial Chemistry, 1990, p. 131.

2 Transcript, p. 30. At most, according to respondents, a premix containing AMT’s ManGro™ product
would have to contain about 20 percent more of AMT’s micronutrients than an equivalent premix containing
manganese sulfate imported from China; respondents’ posthearing brief, p. 6.

2 Respondents’ posthearing brief, pp. 8-9, A-19 to A-20, and exhibit 1.
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Color

The higher purity forms of manganese sulfate are a pale pinkish color.? According to the
respondent, the darker color of AMT’s manganese sulfate, ManGro™, reflects residue contamination
with manganous oxide;? this dark color suggests the possibility that manganous oxide or manganous
dioxide was substituted for manganese sulfate, rendering it undesirable for animal feed
applications.* According to the petitioner, the fact that the color of its manganese sulfate is darker
than the color of the Chinese product does not imply that it is not producing a product of consistent
quality and does not preclude AMT from being an active player in the animal feed market.”

Particle Size

During the earlier part of the period examined, China shipped manganese sulfate exclusively in
powder form; however, more recently, China has begun to ship granular material.* During 1992
*** granular product was exported from China. ***.

Although the Chinese material is of a relatively high manganese assay, purchasers have
reported discrepancies between the published specifications and the actual product. According to the
respondent, quality problems have arisen with regard to the durability of the granular Chinese product
and it has been deemed unsuitable for many fertilizer applications.” According to one distributor,
problems have also arisen with the Chinese material in powder form because of problems typically
associated with powder, such as dust.® Some distributors report that they typically screen the
" Chinese product before passing it on to the end users.” According to the petitioner, however, the
quality of the Chinese product has been improving.*

End Uses

According to the petitioner, its manganese sulfate products are suitable for both fertilizer and
animal feed applications.® Thus, AMT’s mini-granular grade (which has a particle size that is large
enough to be used in fertilizer applications yet is small enough to be used in animal feed applications)
is, according to the petitioner, suitable to be used in both types of applications.® According to the
respondents, as discussed above, the Chinese manganese sulfate product is generally suitable for
animal feed applications but not for fertilizer use, whereas AMT’s manganese sulfate is generally

2 Mannsville Chemical Product Corp., Chemical Products Synopsis, July 1992.

3 Respondents’ prehearing brief, pp. 15-17, and exhibits 4 and 5.

% Ibid.

¥ Transcript, pp. 25-33.

% Respondents’ prehearing brief, exhibit 3; transcript, pp. 128-131.

7 Transcript, p. 129. :
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® Transcript of the conference in the preliminary investigation ("conference transcript”), Dec. 21, 1994, p.
26.

3! Transcript, pp. 25-26.

3 Ibid., pp. 24-26.



suitable for fertilizer applications but not for animal feed use.®® According to the respondents, based
on an analysis of purchaser questionnaires, the majority of the manganese sulfate purchasers for feed
do not regard the AMT product as being suitable for animal feed, or they are not familiar with the
product.>* Respondents indicate that, in contrast to the manganese sulfate produced by AMT,
manganese sulfate from Mexico (produced by Sulfamex) is suitable for use in animal feed
applications.* Through its distributor, Imperial Products, Allied sold both fertilizer grade and
animal feed material in the U.S. market during the period examined. In the first 6 months of 1995,
Allied indicated that its material was not to be sold directly into the animal feed market.*® Asa
result of its current marketing arrangement with AMT, however, Allied’s product will now be sold by
AMT after being processed, dried, and prepared into powder and granular form at AMT’s production
facility in Fairbury, NE, for use in both end use markets.”’

Channels of Distribution

Manganese sulfate is a low valued, relatively heavy, commodity product, shipped in large
quantities. As a result, transportation, storage, and distribution costs aré significant. Manganese
sulfate is shipped in bulk, or in 25-kilo bags, or in 1-ton super sacks and shipped by truck, rail, and
barge.

Channels of distribution of manganese sulfate are slightly different for each of the two main
end uses (animal feed premixes and fertilizer blends).* For animal feed use, U.S. producers and
importers sell manganese sulfate to a premixer who mixes the manganese sulfate with other
micronutrients to make customized blends that are then sold directly to large animal feed
manufacturers, such as Purina or Cargill.® These premixers keep in stock quantities of all the
micronutrients, including manganese sulfate, which they ship separately to smaller feed premixers or
to feed manufacturers who modify their food mixtures in-house. There are believed to be fewer than
10 large regional premixers. Large premixers include ***.“ The demand for manganese sulfate in
animal feed is generally stable over the entire year, but increases slightly in the winter months.

For fertilizer use, U.S. manganese sulfate manufacturers generally sell to regional distributors
that sell the product to regional fertilizer blenders.* Imported Chinese manganese sulfate is
reportedly sold directly to wholesalers or is stored in regional warehouses. A large number of

3 Respondents concede that ***. Transcript, p. 161. *** Respondents’ posthearing brief, pp. 11-12,
Exhibit 3. :

3 Respondents’ prehearing brief, Sept. 28, 1995, pp. 8-9. During 1992-94, ManGro™ sales to the animal
feed market ranged between *** metric tons, accounting for from *** percent of sales. During interim 1995,
ManGro™ sales to the animal feed market amounted to *** metric tons, or *** percent of sales. Petitioner’s
posthearing brief, app. 10.

35 Respondents’ prehearing brief, p. 6 and exhibits 4 and S; Schnell Publishing Co., Chemical Marketing
Reporter, 1995 Information Access Co., Jan. 9, 1995, exhibit 1.

36 This decision was ***,

37 Transcript, p. 40.

3 The combined sales of manganese sulfate for animal feed and for agricultural uses account for
approximately 95 percent of total sales. The use of manganese sulfate in agriculture is somewhat larger than the
use in animal food, and, within agricultural uses, citrus is the largest consumer.

¥ Manganese sulfate is sold to the animal food industry only in powder or in fine granular form.

40 ek

4 Manganese sulfate is sold to the agriculture industry only as a granular or as a fine granular product.
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fertilizer blenders blend small quantities of micronutrients with the major fertilizer products such as
phosphorous, nitrogen, and potassium, and sell this blend within a radius of about 100 miles. The
regional distributor often acts as a middle man for the U.S. manganese sulfate producer, carrying
credit and supplying the latest technical and product information. These distributors may sell
micronutrients from more than one supplier. For large blenders (for instance, regional cooperatives),
the regional distributor may place an order and have the manganese sulfate delivered directly from the
manufacturer to the blender.

Unlike the animal feed market, the market for fertilizer micronutrients is seasonal; thus, it is
critical to build inventories at various points along the distribution chain. Market participants
consistently noted regional availability as a significant factor in selling manganese sulfate. AMT
stores ***_ and Allied ***“ The Chinese reportedly store their material in California and on the
East Coast. '

Customer and Producer Perceptions

In addition to manganese sulfate, there are a number of other manganese products that have
been used in both fertilizer and.animal feed applications. In response to a question in the
Commission’s producers’ questionnaire on substitutes for manganese sulfate, AMT listed ***, and
Allied listed *** © In response to a question in the importers’ questionnaire, one importer
answered, "manganous oxide;" one answered, "manganous oxide and manganese
chelates/proteinates;" one answered, "manganous oxide for animal feed, manganese chelates,
manganous oxide, manganese oxysulfate, and manganese ferroalloys fines for fertilizers;" one
answered, "manganese oxysulfate;" one answered, "possibly other sources of manganese compounds;”
one answered, "none;" and four answered, "don’t know" or "not sure.” In response to questions in
the purchasers’ questionnaire, 11 firms answered "none" or "essentially no substitutes,” and 5
answered, "manganous oxide," one of them mentioning also manganese oxysulfate.

The essential function of all these products is the same, namely, to serve as a source for
manganese as a nutrient. The number of criteria that help determine which manganese product may
be the preferred source in a given situation is discussed below. Some of these criteria are fairly
flexible, and two end users with similar requirements may opt to use different manganese products.
Other criteria are, however, fairly rigid, and manganese products that do not meet these criteria are
excluded from consideration. In general, manganese sulfate and the competitive manganese products
discussed below are widely distributed in markets throughout the United States, although the relative
amount of consumption of these manganese products may vary considerably by region or state.

Manganous oxide is a substitute, although an imperfect one, for manganese sulfate in both
animal-feed and plant applications.* Although manganous oxide is only slightly soluble, especially

2 Mexico is the largest foreign supplier of manganese sulfate to the U.S. market. Mexican manganese sulfate
is reportedly stored in Mobile, AL, Fresno, CA, and Laredo, TX.

% AMT noted that ***. Petitioner’s posthearing brief, app. 4. ,

“ According to the petitioner, manganous oxide cannot be used in agricultural applications because of its
insolubility. Manganous oxide can be used in animal feed applications but is less efficient than manganese
sulfate; conference transcript, p. 30. ‘ Although manganese sulfate may be superior to manganous oxide in many

(continued...)
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in acidic soils, the manganese ion eventually will dissolve. Some studies have indicated that because
of the insolubility of manganous oxide relative to manganese sulfate, a user must purchase
significantly more manganous oxide than manganese sulfate in order to achieve the same beneficial
effect.

Because of its insolubility, manganous oxide is not used in plant foliar spray applications and
is not the preferred source of manganese in high-pH arid soils characteristic of some central and
western States and even in some eastern States, such as portions of North Carolina, where overliming
is common because of poor drainage. Manganous oxide, however, is significantly less expensive than
manganese sulfate, and, therefore, the use of manganous oxide will likely continue in those markets
where its technical feasibility is not questioned. Its relative insolubility, often considered to be a
disadvantage, may be an advantage in highly moist climates where runoff may be a problem; in
contrast, the more soluble manganese sulfate may tend to leach out too quickly for it to be available
to the plant. In animal feed applications, manganous oxide is reportedly being displaced by
manganese sulfate because of concern about the insolubility of the product.*

Another substitute for manganese sulfate is manganese oxysulfate. In this product, manganese
oxide is sulfated with sulfuric acid and granulated; the product can be considered to be a mix of
manganous oxide and manganese sulfate. Producers sell oxysulfate with varying proportions of oxide
and sulfate. It is reportedly easier to granulate and handle than manganous oxide. Manganese
oxysulfate is more soluble than manganous oxide but less soluble than manganese sulfate. It is,
therefore, especially useful in fertilizer applications where an intermediate level of solubility is
desired. It is not, however, sufficiently soluble to be generally used in foliar spray applications. In
terms of price, it is significantly less expensive than manganese sulfate. The commercial purity of
manganese oxysulfate sold in the United States, however, is not adequate to allow it to be used in
animal feed applications. Thus, virtually all the manganese oxysulfate sold in the United States is
used as a fertilizer. '

Manganese sucrate, a third possible substitute, is produced from manganous oxide by reacting
the manganous oxide with a sucrate binder followed by granulation. Manganese sucrate is especially
useful in alkaline soils because the presence of the sucrate binder prevents the manganese ion from
being oxidized; should oxidation occur, the manganese would not be readily available to the plant.
Manganese sucrate is not sufficiently soluble to be used in foliar spray applications. *** %
According to an industry source, *** 4 ‘

Smaller quantities of other manganese compounds, including manganese chloride, manganese
nitrate, and manganese chelates, are also used. These products are soluble and are used in foliar
spray applications in competition with manganese sulfate.

4 (...continued) .
agricultural applications, manganous oxide can be and is used in agricultural applications, such as citrus crops.
According to Thomas Jones at the U.S. Bureau of Mines, published data for domestic consumption of
manganous oxide for animal feed and fertilizer combined between the late 1970s and 1990 ranged between
18,000 and 36,000 metric tons annually. Data as to the relative use of manganous oxide in animal feed and
fertilizer applications were not available. See Thomas Jones, Chemical Industry Applications of Industrial
Minerals and Metals, U.S. Bureau of Mines, pp. 75-79, Sept. 1993.

45 sdesdedke
46 sk

7 Ibid.
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Common Manufacturing Facilities and Production Employees

Worldwide, manganese sulfate is typically produced by the reaction of sulfuric acid (H,SO,)
either with manganous oxide (MnO) or with manganese carbonate (MnCO,) in an agitated reactor, as
shown in the chemical reactions displayed below: ' '

(1) MnO + H,SO, - MnSO,®H,0
(2) MnCO, + H,SO, - MnSO,®H,0 + CO,

AMT uses the first procedure shown above to produce powdered and granular manganese
sulfate from manganous oxide that it purchases.”® To produce a powder, the manganese sulfate,
which first appears as a wet slurry, is simply dried in a rotary or spray dryer. To produce
manganese sulfate in granular form, the manganese sulfate slurry is normally sprayed in a granulator.
In this apparatus, the droplets of manganese sulfate are circulated and partially dried until they
coalesce as moist granules. Upon further drying in a rotary dryer, hard granules are formed.

According to the petitioners, the Chinese production process is similar to the process used by
AMT.® Counsel for the respondents, however, has stated that manganese sulfate is produced in
Chma *** 50

* * * * * * *S1 52

Manganese sulfate is also produced as a by-product or co-product. 3 Allied produces
manganese sulfate as a co-product of anisic aldehyde production. ***. 34

U.S. producers of anisic aldehyde and hydroquinone were asked whether they had produced
manganese sulfate as a by-product or co-product in recent years. None of these producers (other than
Allied) reported that they produced manganese sulfate during the period for which data were collected
in this investigation. One company, ***, reported that it had produced the by-product manganese
sulfate but that it terminated production in 1991 because of unfavorable market conditions.*

Price

Although it is difficult to compare prices for the various forms of manganese products used in
fertilizers and animal feeds because of variations in grades, physical composition, end uses,
manganese content, and solubility, the price per unit of manganese is generally lower for manganous
oxide and higher for manganese sulfate. The price of manganese oxysulfate is higher than the price
of manganous oxide *** which is, in turn, lower than the price of manganese sulfate. The relatively

@ AMT did not sell the powdered form of manganese sulfate during the period examined.
¥ Transcript, p. 198.
% Meeting with Commission staff, May 23, 1995; respondents” prehearing brief, p. 37.

S skeskok

52 sedeske

% Manganese sulfate was produced in the United States as a by-product of hydroquinone manufacture by
Eastman Chemical Co. (Eastman), a division of the Kodak Corp. Production of the chemical ceased in 1986.

¢ Allied, submission to the Commission, Aug. 30, 1995.

5 sk staff conversation, Aug. 7, 1995.
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low price of manganous oxide appears to be a major reason that it continues to be used despite its
limited solubility.

The Commission received price data for three forms of U.S.-produced and imported Chinese
manganese sulfate: granular or prilled form (particle size approximately -6 + 16 Tyler), granular or
prilled form (particle size approximately -20 +40 Tyler), and powder (standard form). During most
quarters, AMT *** 36 Koch ***_ Allied, however, ***. Price differences between the granular

and powdered forms of the imported Chinese subject product varied and did not show a consistent
pattern.

56 sk
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PART TI: CONDITIONS OF COMPETITION
IN THE U.S. MARKET

BUSINESS CYCLES

Manganese sulfate is principally used as a source of manganese, a micronutrient required by
both plants and animals. The vast majority of manganese sulfate is used in agricultural and animal
feed applications. These are both mature sectors of the economy where demand is expected to grow
very slowly in the future. Demand for fertilizer is seasonal, but predictable, while demand for animal
feed is generally constant throughout the year.

MARKET SEGMENTS

The petitioner and respondents differ as to the extent to which the U.S. manganese sulfate
market is segmented. Respondents argue that, primarily, there are two distinct market segments—the
animal feed market and the fertilizer market. Respondents maintain that the physical characteristics of
the manganese sulfate (granule size and durability, manganese content, solubility, and color) dictate
which market the manganese sulfate is sold into. Respondents claim that imported Chinese '
manganese sulfate is largely restricted to the animal feed market because of its small and inconsistent
granule size, high manganese content, high solubility, and white color. Respondents maintain that
AMT’s manganese sulfate (ManGro™) is largely restricted to the fertilizer market because of its large
and consistent granule size, lower manganese content, lower solubility, and darker color.
Respondents assert that Allied does not allow its manganese sulfate to be sold for use in animal feed
applications. For these reasons, respondents maintain that there is relatively little direct competition
between U.S. producers and importers of the Chinese subject product.

The petitioner, on the other hand, argues that the physical differences between imported
Chinese manganese sulfate and ManGro™ are not dispositive. Petitioner points out that Allied did
not restrict its manganese sulfate sales to the fertilizer market until September 1994 and, up to that
point, had sold significant quantities of manganese sulfate for use in the feed industry.' Petitioner
maintains that the overlap of competition in the two markets is significantly greater than that proposed
by the respondents. Furthermore, petitioner claims that, even if the U.S.-produced and imported
Chinese products are sold in different markets, changes in the price of manganese sulfate used in the
feed industry affect prices of manganese sulfate used in the fertilizer market.

Reported shipments of AMT-produced and imported Chinese manganese sulfate, by end use
application, are presented in table II-1.2 Reported shipments of U.S.-produced and imported Chinese
manganese sulfate, by form, are presented in table II-2.

! In addition, petitioner reports that it has entered into an agreement with Allied to process its manganese
sulfate liquor and plans to sell the processed manganese sulfate in the animal feed market.

2 Imperial (at the time the *** distributor of Allied manganese sulfate) reported that *** percent of its
manganese sulfate sales went to the animal feed market and *** percent went to the fertilizer market.
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Table II-1

Manganese sulfate: U.S. shipments of AMT-produced and imported Chinese manganese sulfate, by
end-use application, 1992-94 and Jan.-June 1995

* * * * * * B

Table II-2

Manganese sulfate: U.S. shipments of U.S-produced and imported Chinese manganese sulfate, by
granular form, 1992-94 and Jan.-June 1995

* * * * * * *

U.S. producers and importers of the Chinese subject product tended to sell through different
thannels of distribution. In 1994, U.S. producers sold *** percent of their manganese sulfate to
unrelated distributors and *** percent to unrelated end users. At the same time, importers of the
Chinese subject product sold 78.1 percent of their subject product to unrelated end users (primarily
animal feed premixers), 19.0 percent to unrelated distributors, and 2.9 percent to related distributors.

U.S. producers and respondents agree that the U.S. market for manganese sulfate is not
segmented geographically. Although delivery costs for manganese sulfate are relatively high, both the
U.S. producers and the respondents reported selling manganese sulfate nationally.

SUPPLY AND DEMAND CONSIDERATIONS®
U.S. Supply
Domestic Production

Based on the available information, staff believes that U.S. manganese sulfate producers have
little flexibility to respond to changes in demand. Allied, which accounted for *** percent of U.S.
shipments in 1994, produces manganese sulfate as a co-product of its production of anisic aldehyde.
As Allied’s revenues from manganese sulfate are small relative to its revenues from anisic aldehyde
production, changes in the price of manganese sulfate have little effect on Allied’s co-product
production of manganese sulfate. Other factors that inhibit U.S. producers’ ability to react to changes
in demand include AMT’s *** capacity levels, the significant investment required by new firms to
enter the market, and the lack of alternate markets for U.S.-produced manganese sulfate. Factors that
suggest supply flexibility include *** of excess capacity reported by AMT and *** inventories of
manganese sulfate.

3 Analysis of supply and demand considerations is based on data that are supplied in Part III and Part IV of
this report.
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AMT’s capacity

AMT’s average end-of-period capacity to produce manganese sulfate *** during 1992-94. This
suggests that AMT’s ability to increase its productive capacity significantly is inhibited in the short
run.

The production of manganese sulfate requires a significant investment in capital equipment.
AMT reported that the original cost of the fixed assets associated with the production of manganese
sulfate was $*** in 1994. In addition, the fact that there have been only three producers of
manganese sulfate in the United States during the past 3 years suggests that it may be difficult for
firms to enter the industry in the short run.

AMT’s average end-of-period capacity utilization rates *** from *** percent in 1992 to ***
percent in 1994. The *** levels of available excess capacity suggest that AMT can *** increase or
decrease production in response to a change in the price of manganese sulfate.

Inventory levels

*** Jevels of inventories held by U.S. producers suggest greater flexibility in responding to
changes in demand. End-of-period inventories as a percentage of total U.S. producers’ shipments
increased *** from *** percent in 1992 to *** percent in 1993 and continued to increase to ***
percent in 1994. The existence and level of these inventories suggest that U.S. producers could sell
from inventory in response to increases in the price of manganese sulfate.

Export markets

U.S. producers reported *** export shipments of manganese sulfate during the investigation
period. *** export markets suggests that U.S. manganese sulfate producers are unable to react to
changes in demand by shifting shipments between the U.S. and export markets.

Subject Imports

Available information indicates that Chinese manganese sulfate producers are also inhibited in
their ability to respond to changes in demand in the U.S. market. Although substantial alternate
markets exist for Chinese-produced manganese sulfate, Chinese producers reported low levels of
excess capacity and inventories of manganese sulfate. Furthermore, entering the manganese sulfate
market requires significant capital investment.

Industry capacity

Reported Chinese producers’ capacity to produce manganese sulfate increased by *** percent
during 1992-94, and their capacity utilization rates ranged between *** and *¥* percent. The
relatively slow capacity growth rate and high capacity utilization rates suggest that the responding
Chinese producers cannot greatly increase production in the short run in response to changes in
demand in the U.S. market.
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Inventory levels

Chinese producers’ ratio of inventories to total shipments averaged *** percent during 1992-
94. Chinese producers’ relatively low inventory levels imply that they cannot shift large amounts of
manganese sulfate from inventory to the U.S. market in response changes in demand.

Alternate markets

Chinese producers’ home market shipments accounted for *** percent of their total shipments
of manganese sulfate in 1992, *** percent in 1993, and *** percent in 1994. The share of Chinese
producers’ total shipments going to the U.S. market increased from *** percent in 1992 to ***
percent in 1993, and to *** percent in 1994. Chinese producers’ shipments to other export markets
ranged between *** and *** percent. The availability of large alternate markets suggests that
Chinese producers have the ability to shift substantial amounts of manganese sulfate between these
markets and the U.S. market in response to relative changes in price.

Nonsubject Imports

Imports of Mexican manganese sulfate account for the vast majority of nonsubject country
imports. During 1992-94, imported Mexican manganese sulfate accounted for *** percent of U.S.
apparent consumption of manganese sulfate, on average. U.S. shipments of the Mexican subject
product *** by *** percent in 1993, then *** by *** percent in 1994. At the same time, unit values
for these shipments *** by *** percent, from $*** per metric ton in 1992 to $*** per metric ton in
1993, and *** by *** percent to $*** in 1994. The *** in Mexican imports following *** in price
of the Mexican product suggests that Mexican producers have some flexibility to react to changes in
the U.S. manganese sulfate market.

U.S. Demand

Based on available information, staff believes that the quantity of manganese sulfate demanded
will not change significantly with changes in the price level of the subject product. Although
substitutes for manganese sulfate exist, most responding purchasers did not view them as being
commercially viable. ‘

U.S. consumption of manganese sulfate was relatively flat during the investigation period,
falling by *** percent in 1993 then increasing by *** percent in 1994 for an overall increase of ***
percent during 1992-94. The seasonal demand for fertilizer products results in a slightly seasonal
demand for manganese sulfate.

Substitute Products

Manganous oxide is a substitute, although an imperfect one, for manganese sulfate in both
animal feed and plant applications. Other possible substitutes for manganese sulfate include

114



manganese oxysulfate, manganese sucrate, and, t0 a lesser extent, manganese chloride, manganese
nitrate, and manganese chelates.*

Eleven of 16 responding purchasers reported that there were no substitutes for manganese
sulfate in their uses. Five purchasers reported that manganous oxide could be used as a substitute.
These purchasers reported that although manganous oxide is generally less expensive than manganese
sulfate, the manganese in manganous oxide is not as soluble and is, therefore, less biologically
available. Responding purchasers reported that, during the investigation period, prices for manganous
oxide either increased or remained the same relative to the prices for manganese sulfate. No
purchasers reported switching between manganese sulfate and manganous oxide because of changes in
their relative prices. Respondents maintain that, over the last few years, manganese sulfate has
steadily replaced manganous oxide used in animal feeds. Reasons for this switch include a desire for
the greater bioavailability of manganese sulfate and manganous dioxide contaminants in manganous
oxide.

Cost Share

As manganese sulfate is a micronutrient that is required in only small quantities, it is typically
used as an additive that is blended with other fertilizers or with animal feed. Manganese sulfate,
therefore, accounts for only a relatively small percentage of the total cost of the final agricultural or
animal feed product in which it is used.

SUBSTITUTABILITY ISSUES
Factors Affecting Purchasing Decisions

Quality, price, availability, supplier’s status as a traditional supply source, and service were the
factors most often cited by purchasers as important considerations in the manganese sulfate market.
Sixteen of 17 responding purchasers cited quality as a major factor in deciding from whom to
purchase manganese sulfate, and 11 of these purchasers rated quality as the most important factor.
Sixteen purchasers also cited price as a major factor; three of these purchasers rated price as the most
important factor. Two purchasers rated their supplier’s status as a traditional supply source to be the
most important factor.

Purchasers were asked to rate 10 factors in terms of their importance in choosing between
U.S-produced and imported Chinese manganese sulfate. On average, the responding purchasers
ranked quality, speed of delivery, and the form of the product (granular vs. powder) as the most
important factors in their decision to buy the domestic product. For their purchases of the imported
Chinese manganese sulfate, purchasers rated quality, manganese content, and price as the most
important determining factors.

4 For a more detailed discussion of substitute products, see the section of this report entitled "Customer and
Producer Perceptions. "
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Comparison of Domestic Products and Subject Imports

Most purchasers reported that U.S.-produced and imported Chinese manganese sulfate are
differentiated by such factors as manganese content and solubility, quality and form of product,
delivery lead times, minimum quantity order requirements, and packaging. Ten of 17 responding
purchasers reported that there were significant nonprice differences among the manganese sulfate
products that they buy from various suppliers. These purchasers mainly specified the different
manganese content levels and solubilities of the U.S. and Chinese products. Koch- and Allied-
produced manganese sulfate has the highest manganese content (about 32 percent) and solubility (near
100 percent). Manganese sulfate imported from China has a manganese content of about 31 percent
and solubility of greater than 99 percent. AMT-produced manganese sulfate has the lowest
manganese content (about 29.0 percent) and the lowest solubility (96 percent) of these three supply
sources.” Purchasers also cited differences in product quality and purity, form of product (powder
vs. granular), packaging, and credit terms as significant factors in their purchase decisions.

Purchasers were asked whether they consider the petitioner’s product, ManGro™, to be
manganese sulfate or some other product. Eight purchasers reported that ManGro™ was either an
unsuitable product for the feed industry, an impure product unlike the Chinese or Mexican product,
or some other product entirely.® Five purchasers reported that ManGro™ was manganese sulfate,
and two purchasers were unfamiliar with the product.

Purchasers were asked to rate how manganese sulfate produced in China compares with the
U.S. product in terms of 10 factors.” Responding purchasers rated the imported Chinese product as
being superior in terms of price (that is, less expensive), quality, and manganese content. The
domestic product was rated superior in terms of speed of delivery, service, status as a traditional
supply source, packaging, and credit terms.

Purchasers that bought the domestic product even though the Chinese product was available at
a lower price cited such reasons as contractual obligations, their business relationship with the
supplier, and purchases of other products from the same supplier. Purchasers that bought the
imported Chinese product even though the domestic product was available at a lower price cited such
factors as reliability and availability of supply.

Sales of manganese sulfate are also differentiated by such factors as delivery lead times,
reliability, and minimum quantity order size. U.S. producers reported average delivery lead times of
***_ Importers” average delivery lead times ranged from 1 to 7 days for sales from inventory, but
were substantially longer (1 to 4 months) for orders from China. AMT reported that it had no

% For a more detailed discussion of the physical characteristics of the U.S.-produced and imported Chinese
manganese sulfate, see the section of this report entitled "The Product.”

§ #** reported that "ManGro™ is a fertilizer material suitable only for soil application. It contains
manganese sulfate.” *¥* reported that "It is not "pure” manganese sulfate although it is highly soluble. I do
not consider it to be "manganese sulfate” when compared with the Chinese or Mexican product.” *3** reported
that "Have never seen a sample of ManGro™, but have been told that particle size is too large for my use in
animal premixes. Also that it is off-color (not white).” *¥* characterize ManGro™ as "other product.” ¥
reported that "We understand that ManGro™ is a fertilizer product that contains manganese sulfate, but that
ManGro™ is not itself manganese sulfate.” *** characterizes ManGro™ as "Manganese sulfate, but not pure."
*¥* reported that "It is not suitable for use in the feed industry.” **¥* characterized it as "other product.”

7 The specified factors are quality, form of product, manganese content, price, speed of delivery, service,
credit terms, traditional source, multiple supply source, and packaging.
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minimum order size requirements. Three importers reported standard quantity requirements ofa
container load (20 short tons).

Nonsubject Country Imports

Responding purchasers reported that the quality of the domestically produced manganese sulfate
was either inferior or comparable to that of the nonsubject country product.®? Alternatively,
purchasers reported that the quality of the imported Chinese subject product was either superior or
comparable to that of the nonsubject country manganese sulfate.® All seven responding purchasers
reported that, during 1994, prices for manganese sulfate imported from nonsubject countries were
lower than prices for the domestic product. Conversely, all 10 responding purchasers reported that
prices for imported nonsubject country product were higher than prices for the imported Chinese
product. )

The Commission’s questionnaire asked purchasers of imported manganese sulfate to indicate
whether, in the absence of the imported manganese sulfate from China, they would shift their
purchases to domestically produced manganese sulfate, to the imported manganese sulfate from
nonsubject countries, or to some combination of both. Ten purchasers of Chinese manganese sulfate
during the period for which data were collected in this investigation answered the question. Of the 10
purchasers, 4 indicated that they would purchase a combination of domestically produced and
nonsubject country product,” 3 indicated that 100 percent of their purchases would consist of
nonsubject country product,’ 2 indicated that 100 percent of their purchases would consist of
domestically produced product,’ and 1 stated that "We will be out of the sulfate business if this
happens."*

& Five purchasers rated the quality of the domestic product as being comparable and three rated it as being
inferior to that of the imported nonsubject country manganese sulfate.

9 Seven purchasers rated the quality of the imported Chinese product as being comparable, four rated it as
being superior, and one rated it as being inferior to that of the imported Mexican manganese sulfate.

10 The four purchasers are ***. They purchased an aggregate of *** metric tons of the Chinese product in
1993, *** metric tons in 1994, and *** metric tons in January-June 1995. *¥*, distributors to the fertilizer
market, indicated that they would purchase 50 percent domestically produced product and 50 percent nonsubject
country product; ***, a wholesaler to the animal feed market, indicated that it would purchase 80 percent
domestically produced product and 20 percent nonsubject country product; and *** indicated that the mix would
depend "on price and quality of alternatives.”

I The three purchasers are ***. They purchased an aggregate of *** metric tons of the Chinese product in
1993, *¥** metric tons in 1994, and *** metric tons in January-June 1995.

12 The two purchasers are ***, They purchased an aggregate of *** metric tons of the Chinese product in
1993, *** metric tons in 1994, and *** metric tons in January-June 1995.

13 The purchaser is ***. *** purchased *** metric tons of the Chinese product in 1993, *** metric tons in
1994, and *** metric tons in January-June 1995.
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ELASTICITY ESTIMATES*
Supply Elasticity®

The domestic supply elasticity for manganese sulfate measures the sensitivity of quantity
supplied by U.S. producers to a change in the U.S. market price of manganese sulfate. The elasticity
of domestic supply depends on several factors, including Allied’s production of manganese sulfate as
a co-product, AMT’s level of excess capacity, the ease with which AMT can alter productive
capacity, producers’ ability to shift to production of other products, the existence of inventories, and
the availability of alternate markets for U.S.-produced manganese sulfate.’® Analysis of these
factors indicates that, overall, U.S. producers are unlikely to substantially alter their supply of
manganese sulfate in response to relative changes in the demand for their product; thus, the domestic
supply elasticity is estimated to be moderate to low, or in the range of 2 to 4.

U.S. Demand Elasticity

The U.S. demand elasticity for manganese sulfate measures the sensitivity of the overall
quantity demanded to a change in the U.S. market price of manganese sulfate. This estimate depends
on factors discussed earlier such as the existence, availability, and commercial viability of substitute
products, as well as the component cost share of manganese sulfate in the production of the
downstream products. Based on available information, the demand elasticity for manganese sulfate is
believed to be in the range of -0.25 to -0.75. Purchasers would not likely be very sensitive to
changes in the price of manganese sulfate and would continue to demand fairly constant quantities of
this product over a considerably wide range of prices.

Substitution Elasticity

The elasticity of substitution largely depends upon the degree to which the U.S. manganese
sulfate market is segmented and on the extent to which product differentiation determines to which
segment of the market U.S.-produced and imported manganese sulfate is sold.'”” Product
differentiation, in turn, depends on such physical composition factors as manganese content,
solubility, particle size, color, and so forth and on such conditions of sale as delivery lead times,
reliability of supply, standard minimum quantity requirements, product service, and so forth. Based
on available information discussed earlier, the elasticity of substitution between domestic and lmported
Chinese manganese sulfate is likely to be between 1 and 3. The elasticity of substitution between
domestic and imported nonsubject country manganese sulfate should be somewhat higher, or in the
range of 2 to 4. The elasticity of substitution between imported Chinese and imported nonsubject
country manganese sulfate should be significantly higher, or in the range of 3 to S.

14 COMPAS runs using these elasticity estimates are presented in appendix G.

15 A supply function is not defined in the case of a noncompetitive market.

16 Domestic supply response is assumed to be symmetrical for both an increase and a decrease in demand for
the domestic product. Therefore, factors opposite to those resulting in increased quantity supplied to the U.S.
market result in decreased quantity supplied to the same extent.

17 The substitution elasticity measures the responsiveness of the relative U.S. consumption levels of the
subject imports and U.S. like products to changes in their relative prices. This reflects how easily purchasers
switch from the U.S. product to the subject imported product (or vice versa) when prices change.
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PART III: CONDITION OF THE U.S. INDUSTRY

INFORMATION PRESENTED IN THIS SECTION

The Commission analyzes a number of factors in making injury determinations (see 19 U.S.C.
§§ 1677(7)(B) and 1677(7)(C)). Information on the margins of sales at LTFV was presented earlier
in this report, and information on the volume and pricing of imports of manganese sulfate from China
is presented in Part IV entitled "U.S. Imports, Apparent Consumption, and Market Shares” and in
Part V entitled "Pricing and Related Data," respectively. Information on the other factors specified is
presented in this section and in Part VI and (except as noted) is based on the questionnaire responses
of all known U.S. producers of manganese sulfate during the period for which data were collected in
the investigation.

U.S. PRODUCERS

In the preliminary investigation, the Commission found that AMT and Allied were the only
firms currently producing and selling manganese sulfate in the United States. During the period
examined, however, there were actually four firms that participated, at least in part, in manganese
sulfate production: Allied, AMT, Eagle Picher Industries (Eagle Picher), and Koch Chemical Co.
Allied accounts for about *** and AMT *** of U.S. production of manganese sulfate, based on full-
year 1994 data. Each producing firm provided data in response to the Commission’s questionnaires.’
Of the four producers reporting data, Eagle Picher reported ***, whereas AMT, Koch, and Allied
reported production of ***. Although AMT produces powdered manganese sulfate, it does not sell it
commercially; rather it ***2 %%  *** o0k a position on the petition.

Manganese sulfate has been produced at AMT’s Fairbury, NE, plant since 1979. Prior to
1988, however, the plant was owned and operated by Eagle Picher, a large chemical conglomerate.
In 1988, AMT, having purchased the Fairbury plant, continued uninterruptedly to produce both
manganese sulfate and zinc sulfate until September 1994.> Then, AMT discontinued manganese
sulfate production for 2 months until it resumed such production in December 19944 AMT
continued to produce zinc sulfate in Fairbury, as well as at a smaller plant in Bartlesville, OK,
throughout the period.> AMT serves a national market from its Fairbury facility.$

 Allied’s production of manganese sulfate dates from January 1993, when it purchased Koch’s
manganese sulfate production operations. Allied currently produces powdered manganese sulfate in
its Pittsburg, KS, facility ***. In its questionnaire response, Allied indicated that *xx 7

! The Commission issued a subpoena requiring Allied to complete the Commission’s questionnaires.
2 AMT indicated that its customers would accept granular product for applications normally using the
- powdered product; field visit with AMT, Dec. 13, 1994.

3 Upon purchasing the Fairbury plant, AMT ***. Field visit with AMT, Dec. 13, 1994.

4 AMT explained this by noting that "our shipments of manganese sulfate had decreased and, as a result, our
inventories had risen to unsustainable levels.” Transcript, p. 56; Cliff Braun, President, AMT, petitioner’s
posthearing brief, app. 8.

s AMT claims to be *** of zinc sulfate in the United States. During the period examined, zinc sulfate
generally comprised over *** percent of AMT’s total production. Field visit with AMT, Dec. 13, 1994.

¢ Transcript, p. 86.

7 Allied did, however, *¥%, *%*
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In July 1995, AMT and Allied concluded a marketing agreement regarding manganese sulfate
whereby Allied would supply liquid manganese sulfate to AMT, which would then dry it into granules
and powder and sell the resultant product to its fertilizer and feed customers. AMT also indicated
that it will continue to sell product produced from liquid manganese sulfate developed in its Fairbury
facility.®

Koch produced manganese sulfate at Allied’s current production facility (the "Jayhawk plant")
before January 22, 1993, when it sold the operation to Allied.” Eagle Picher performed tolling
operations throughout the period examined for Koch (before January 1993) and for Allied (after
January 1993). During the period examined, ***.1°

Until the mid-1980s, Eastman Chemical Co. (Eastman), a dlvmon of Kodak, was the major
domestic producer of manganese sulfate. Eastman produced manganese sulfate as a by-product of its
production of hydroquinone (a high-volume chemical used in photography), and sold it under the
trade name Techmagnum. In 1986, Eastman discontinued manufacturing hydroquinone by this
process, and sold its inventories and trade name to Sulfamex, a Mexican firm. Sulfamex remains a
major market participant for manganese sulfate, accounting for all reported shipments of imports from
Mexico and for *** reported shipments of imports from nonsubject sources.

U.S. PRODUCTION, CAPACITY, AND CAPACITY UTILIZATION

U.S. capacity to produce manganese sulfate, based on the reported capacities of the two
facilities involved, rose steadily from 1992 to 1994 (table III-1).!* The increase was accounted for
by ***. Aggregate production also increased, but at a slightly slower rate than aggregate capacity.
AMT’s production, however, ***. Aggregate capacity utilization *** from 1992 to 1994; AMT’s
utilization level *** from *** percent in 1992 to *** percent in 1994.

Table III-1
Manganese sulfate: U.S. capacity, production, and capacity utilization, by firms, 1992-94, Jan.-June
1994, and Jan.-June 1995 :

As noted earlier in the section of this report entitled "The Product,” the production processes
used by AMT and Allied to manufacture manganese sulfate differ significantly. Allied produces
manganese sulfate as a co-product of its production of anisic aldehyde, whereas AMT’s manganese
sulfate output results from a deliberate production decision.”?  AMT operates its plant ***. AMT
reported that ***.'* AMT noted that in August 1995 it began the process of expanding its capacity

& Transcript, p. 40.

9 Koch is a division of Koch Industries, Wichita, KS.

10 #%*  Data supplied by Eagle Picher are not included in the aggregate data on the U.S. industry presented
in this report because to do so would be to double-count the data. Salient data regarding Eagle Picher are,
however, presented separately in appendix A.

1 In spite of the increase in capacity, aggregate U.S. capacity in 1994 was less than *** percent of apparent
U.S. consumption of manganese sulfate.

12 Transcript, p. 43.

13 AMT also commented in its questionnaire response that costs to *¥*. ik,
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in order to accommodate increased supply of feedstock obtained from Allied.* In doing so, it
intends to increase the manganese content and solubility of its product to levels comparable to those
of the Mexican and Chinese products.*

AMT commented that there is a slight degree of seasonality in the production of manganese
sulfate in that production follows the fertilizer market, which is strong in the early spring and weak in
the autumn months.'* AMT reported ***. AMT procures its manganous oxide feedstock from ***.
According to AMT, manganous oxide prices **¥."7

U.S. PRODUCERS’ SHIPMENTS

All three producers reported data on their domestic shipments of manganese sulfate. **x Al
of AMT’s commercial shipménts were *** whereas Allied and Koch ***. AMT summarized the
approximate percentage of its 1994 sales accounted for by each of the major applications as follows:
k%% 18

As seen in table III-2, the quantity and value of U.S. producers’ domestic shipments fluctuated
considerably from 1992 to 1994, first declining, in terms of quantity, by nearly *** percent from
1992 to 1993, then rebounding in 1994 to *** percent of their 1992 level. Unit values fell
consistently throughout the 1992-94 period. ***, both the quantity and value of AMT’s shipments
**x from 1992 to 1994, and unit values of those shipments ***.

Table ITI-2
Manganese sulfate: U.S. producers’ domestic shipments, by firms, 1992-94, Jan.-June 1994, and
Jan.-June 1995

U.S. PRODUCERS’ INVENTORIES

Data on end-of-period inventories of manganese sulfate during the period examined, as supplied
by all three producers, are presented in table III-3. With regard to these data, end-of-period
inventories increased *** over the period examined. ***, both absolutely and as a ratio to U.S.
shipments.

14 AMT indicated that it would convert the floor space in its Fairbury plant formerly used to produce zinc
sulfate to manganese sulfate capacity and create new production capacity for zinc sulfate that would enable a
tripling of production of that product. Transcript, pp. 62, 103.

1S This will be done in part by installing an additional filter in the plant. Transcript, pp. 97, 212.

16 Conference transcript, p. 67.

7 Transcript, p. 45.

18 As Eagle Picher was ***. Koch did not produce manganese sulfate in 1994, and Allied<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>